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ATOMIC ENERGY PATENTS 


TUESDAY, APRIL 21, 1959 


ConGRESS OF THE UNITED STATES, 
SUBCOMMITTEE ON LEGISLATION, 
Jormnt Commirrer on Atomic ENeErey, 
Washington, D.C. 

The subcommittee met at 2 p.m., pursuant to call, in room P-63, 
the Capitol, Representative Chet Holifield (chairman of the subcom- 
mittee) presiding. 

Present : Representatives Holifield, Price, Aspinall, Van Zandt, Hos- 
mer, and Bates; and Senators Anderson and Gore. 

Also present: James T. Ramey, executive director, and David R. 
Toll, staff counsel, Joint Committee on Atomic Energy. 

Representative Hortrretp. The subcommittee will be in order. 

The Subcommittee on Legislation is meeting in public session this 
afternoon to commence hearings on atomic energy patents. In prepa- 
ration for these hearings, the Joint Committee staff prepared and dis- 
tributed in advance of the hearings two volumes of “Selected Ma- 
terials on Atomic Energy Patents,” to assist persons to prepare for the 
hearings. If anyone present in the room has not already obtained 
copies of these materials, they are available upon request to the com- 
mittee staff. 

On April 16, 1959, the AEC forwarded to the Joint Committee a 
vequanl bill to amend certain sections of the Atomic Energy Act of 
1954, as amended, with respect to patents and inventions. This bill 
will be considered by the subcommittee during these hearings, but we 
also hope to obtain overall reports from the AEC, the Patent Office, 
industry and public groups on atomic energy patent matters. 

The Joint Committee, as early as last January, made numerous an- 
nouncements that it would hold hearings on atomic energy patents 
this session of Congress, in April. The chairman of the Joint Com- 
mittee, Senator Clinton Anderson, in a speech before the regional 
meeting of the American Bar Association on March 11 of this year in 
Pittsburgh, Pa., referred to the forthcoming hearings. 

By press release No, 214 of April 9, 1959, mailed to the entire Joint 
Committee mailing list, and reported in numerous periodicals, the 
Joint Committee invited any interested persons to notify the commit- 
tee staff if they desired to testify. 

In response to these announcements and invitations, numerous asso- 
ciations responded. We heard from the National Association of 
Manufacturers, the National Rural Electric Cooperative Association, 
the New York Patent Law Association, the American Public Power 
Association, the American Bar Association, the American Patent Law 
Association, and the AFL-CIO. 
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By way of contrast, no request to testify has yet been received from 
any representative of industry, or any AKC contractor, large or small, 
except for one company, the Industrial Nucleonics Co., w hich is sched- 
uled to testify at 11 a.m. tomorrow. 

Does this mean that industry and AEC contractors are satisfied 
with the existing atomic energy patent laws? Does this mean that 
they have no patent problems? 

I will draw no conclusions at this time, but I will only say that I am 
extremely disappointed that the subcommittee will not have the benefit 
of more testimony from representatives of industry and AEC 
contractors. 

Although we are glad to hear from these many associations, the 
committee would also like to hear from people in industry who are 
working directly in the new atomic development field, as to whether 
or not they have had any practical problems with existing legislation. 

The subcommittee may, therefore, desire to supplement these 3 d: ays 
of hearings with a 1-day hearing sometime in May for testimony by 
industry and AEC contractors if the time of the subcommittee permits. 

Our first witness today will be representatives of the AEC, Com- 
missioner Vance, General Counsel Olson, and Mr. Roland Anderson, 
the Chief of the Patent Branch of the AEC General Counsel’s Office. 

At the outset, I would like to say that the committee staff has 
reported to me that the AEC staff has been extremely cooperative and 
helpful to the committee staff in preparing for these hearings. 

Pursuant to my directions and those of Chairman Anderson, the com- 
mittee staff, during the period of the congressional recess last. fall, 
held a number of meetings in the committee offices and at the AEC to 
obtain information and to discuss patent problems with AEC staff 
personnel. 

In addition, the committee staff has requested numerous reports and 
statistics from AEC which have been assembled and forwarded by 
AEC to the Joint Committee, which have been reprinted for the in- 
formation of industry and the public in the Joint Committee prints 

1 “Selected Materials in Atomic Energy Patents.” 

As I shall mention later, the U.S. Patent Office has not been quite 
as cooperative in allowing access to information in that office. 

We are glad to have you here, gentlemen. I notice that your state- 
ment is divided into sections, and I suggest that committee members 
and staff members ask questions after each portion of this statement. 
Please proceed. 


STATEMENTS OF HAROLD S. VANCE, COMMISSIONER; L. K. OLSON, 
GENERAL COUNSEL; AND ROLAND ANDERSON, CHIEF, PATENT 
BRANCH, OFFICE OF THE GENERAL COUNSEL, ATOMIC ENERGY 
COMMISSION 


Mr. Orson. Mr. Chairman and members of the committee, the Com- 
mission, early last year, initiated a review of the patent sections of 
the 1954 Atomic Energy Act and its patent policies, and as a part of 
that review held a patent seminar on April 15, 1958, at which 
industry representatives and others presented views as to the patent 
sections of the act and the Commission patent policies. 
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In addition, the Patent Advisory Panel has reviewed certain phases 
of the program and the members each rendered separate reports to 
the Commission stating their respective views. 

The minutes of the April 15, 1958 meeting, the separate reports of 
of the panel, and certain requested factual data have been submitted 
to the Joint Commitee and constitute a part of the material already 
published in the committee print. 

The Commission transmitted to the Joint Commitee on March 16, 
1959, a draft bill which would amend cartain sections of the act, to- 
gether with an analysis of the proposed amendments. Both have been 
published in the committee print. The final draft bill was forwarded 
to the committee on April 16, 1959. 

In order that the committee may obtain a general picture of the 
Commission’s domestic and foreign patent policy and the basis for 
the Commission’s legislative proposals, both will be briefly reviewed 
even though most of the data is already well known to the committee. 

Those members of the Commission staff who are particularly famil- 
iar with the patent program are present and, with the committee’s 
approval, I will present my statment in toto, after which we will be 
pleased to answer any questions the committee may have. 

Representative Hoxitrreip. On each section here we would like to 
ask a few questions as we go along. The first question is please item- 
ize and explain the differences, if any, between the March 16, 1959, 
draft bill before the Joint Committee and the final draft bill for- 
warded on April 16, 1959, after receiving comments of other agencies. 

Mr. Olson. There were no substantive changes. Mr. Anderson, 
were there any technical changes? 

Mr. Rotanp Anperson. Yes. In connection with section 153—I 
am sorry, 152—there was a parenthetical phrase in the original bill 
that was modified slightly. It said: “and therefore, no statement is 
necessary,” and that was changed to “and accordingly no statement 
is necessary.” 

In one other place there was a change. 

The first change, it might be noted, was at the bottom of page 2. 
In section 155, the phrase, in the second line from the bottom of page 
4, “shall be cause for invalidating” was substituted for “invalidated.” 
I believe these were the only two changes that were made. 

Representative Horirretp. So they were minor language changes 
and not substantive changes in meaning. 

Mr. Rotanp Anperson. That is correct. 

Representative Hortrrevp. Is the April 16 draft bill unanimously 
supported by all five Commissioners? 

Mr. Otson. Mr. Vance? 

Mr. Vance. Yes, sir; they are. 

Representative Hortrrecp. The Commission has approved this 
statement of Mr. Olson ? 

Mr. Vance. Yes, sir. 

Representative Honrrrerp. Thank you. 

Let us go to the Commission contract patent policy and we will have 
questions after this. I think we might as well ask them to the par- 
ticular section as we go through them, as they will be fresh in our 
minds. 

Mr. Orson. The Commission Contract Patent Policy : The Commis- 
sion, as this committee knows, has pursued the policy in its funded re- 
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search, development and operating contracts of employing provisions 
under which the Commission is in position to acquire all rights in in- 
ventions and discoveries in the atomic energy field. 

The contract patent clauses in use by the Commission have been 
generally referred to as the type A, B or C clauses. Under all three 
types of clause, the Commission reserves the right to retain title in all 
inventions or discoveries made or conceived in the course of, in con- 
nection with, or under the terms of the contract. 

The Commission may acquire all rights in inventions under the 
type A clause. In instances where the contractor has an established 
industrial and patent position in the nonnuclear field, the clause em- 
ployed provides for the contractor’s retention of a nonexclusive—in 
the case of type B—or a sole—in the case of type C—license for pur- 
poses other than use in the field of atomic energy. 

Section 152 of the 1954 Atomic Energy ‘Act legislativ ely imple- 
mented this policy a made provision for the Commission’s waiv ing 
rights in appropriate instances. 

“The Commission has exercised the waiver power where the services 
and materials of AEC are generally available to the public on a non- 
preferential basis, such as— 

(1) Inventions resulting from the sale or distribution of stable 
or radioactive materials, or for irradiation, and other services 
publicly available, 10 CFR 83; 

(2) Inventions resulting from the use of the gamma irradia- 
tion facility at the National Reactor Testing Station, 10 CFR 
83 ; 

(3) Inventions resulting from access permits, 10 CFR 25.23b; 
and 

(4) Inventions made under certain grants to educational in- 
stitutions and training programs. 

A General Counsel’s opinion of February 1, 1956, concluded that 
a license from the Commission was not a contract, arrangement, or 
other a within the meaning of section 152. 

Where the Commission supports research in a field where the 
contractor has already done some research, which we generally de- 
scribe as a background position, the Commission also acquires a non- 
exclusive license for governmental purposes in such background con- 
tributions. 

Where private parties use AEC unique facilities, provisions similar 
to the Commission’s foregoing standard patent provisions are made 
applicable to such user. This, i in brief, is the contract patent picture. 

It should be noted that any atomic energy invention developed 
by a private party with private funds is subject to patenting by such 
private party the same as any other invention with one exception ; 
namely, an atomic weapon invention. Atomic w eapons inventions are 
specifically excluded from patenting under section 15la and b of 
the 1954 Act. 

By waiver, the Commission acquires no rights in inventions or dis- 
coveries made by private parties that result from standard irradiation 
services or from employing isotopes or other materials sold or dis- 
tributed by AEC. 

Representative Hortrretp. Could the Commission use the waiver 
power in section 152 to waive all Commission rights under section 
152 and thus nullify the statute? 
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Mr. Orson. That thought has not entered my mind, Mr. Holifield. 
I would doubt that such an interpretation would be consistent. with 
the legislative history. It ceriainly is clearly indicative on its face 
and in its history ‘that — would have to be very specially 
meritorious circumstances to warrant departing from the general 
policy prescribed in the statute ‘that the Commission is to get title. 

I think that the use that has been applied indicates the ‘attitude of 
the Commission; namely, the only general waivers have been with 

respect to licensees who obvious ly should not forfeit their patent 
rights simply by reason of acquiring a license or people who buy 
isotopes. 

Incidentally, that is one of the things we have tried to straighten 
out in the language. I think that illustrates our understanding of 
this section. 

Representative Hortrretp. On page 3, paragraph 2, speaking of 
background position, will this procedure be necessary if the AEC 
helps finance research and development on the General Dynamics- 
Philadelphia Electric proposal 2 

Mr. Orson. Mr. Anderson ? 

Mr. Rotanp Anperson. In the proposed contract provisions that 
have been submitted, I believe there is provision for background 
general licenses for the Commission and also there is a special provi- 
sion as respects research that was performed during a some 18- 
month period prior to January 1, 1959, where a determination was 
to be made as to those inventions which were made “completed” 
prior to the effective date of the contract, as to whether they would 
fall in the background or whether they would be considered fore- 
ground inventions. 

Representative Horirrerp. Will you please explain for the com- 
mittee what the word “completed” means to you in this sense? 

Mr. Rotanp ANnperson. Completed can have many meanings, I 
suppose. To a patent lawyer it would mean actual reduction to prac- 
tice. 

Representative Horirtetp. Would this mean reduction to practice 
and application for a patent, or could it also be said as meaning re- 
duced to practice and withheld from patent application ? 

Mr. RoLtanp Anperson. It could mean the latter, sir. I think when 

I said “completed” meaning actual reduction to practice, I am think- 
ing of the invention having been completed, not the mere filing of 
an : application. It is true under patent law, under certain doctrines 
set forth in interference practices, that the filing of a patent applica- 
tion is referred to as a constructive reduction to practice. 

In the sense that we have used it here, I do not think we have meant 
to include within the term “made” or actually reduced to practice the 
term “constructively reduced to practice” as generally employed in 
the patent law. 

Representative Hottrretp. In the case of the Philadelphia Elec- 
tric- Ginneel Dynamics proposal, I believe in public testimony there 
was brought forth the fact that they had applied for some six or 
seven patent applications in the particular field of this gas-cooled 
reactor which they are proposing. 

Also, that they ‘intended to file for additional patents and they may 
have filed for some in the interim, as far as I know. Assuming that 
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they claim that they have a background position in this “completed” 

field, has the Atomic Energy Commission looked at these separate 
applic at ions, either made or pending, to ascertain if their background 
position is in a position to be claimed as being in the completed stage ? 

Mr. Rotanp Anperson. I believe they made representation that 
they filed some 17 applications. We inquired from the company as to 
the privilege of examining those applications. ‘They have accorded us 
the privilege of examining the applications, However, they have not 
furnished the completed information to give us the privilege of evalu- 
ating whether or not any of those 17 or all of those 17 have been actu- 
ally reduced to practice as we have used the term today. 

Representative Hortrietp. You can understand the interest of the 
committee in this point, because we are asked to put wp some $1414 
million for research and development. It is entirely possible that 
patent applications may have been made in which there is an argument 
as to whether it is completed or not, and therefore, whether the back- 
ground position has been established or not. 

Also, if the Government furnishes this additional money for re- 
search and development, it might well be claimed by some that these 
moneys would be used to improve their background position or to 
complete positions which have not been completed up to the date of 
the signing of the contract. 

Mr. Rotanp Anperson. I think a partial answer to that would be 
when it has been ascertained which of these 17, if any, have been com- 
pleted, then they would fall within the purview of the background 
license provision. 

The proposed provisions provide that any which it is determined do 
not fall within the background will fall within what i is termed the 
foreground; namely, the type A, B, or C patent provisions of that 
contract. 

Representative Hortrrecp. All patents in the so-called type A clas- 
sification would then fall under the regular provisions of Govern- 
ment. rights which you have maintained in other contracts? 

Mr. Rotanp Anpverson. Yes, sir. We would take the title and be in 
a position to accord licensees as the Commission policy has been in the 
past. 

Representative Hotirrenp. Would your determination be made 
prior to the signing of the contract or afterward ? 

Mr. Rotanp Anperson. It is my understanding that the determina- 
tion would be made prior to the signing of the contract. 

ere Houirrevb. Is that the understanding of the com- 
pany ! 

Mr. Roranp Anperson. I believe it is from information I have re- 
ceived. 

Representative Houirretp. Mr. Ramey ? 

Mr. Ramey. You stated that you had not received all of this infor- 
mation on which to make your determination. How long will it take 
for you to get it? Is there any schedule on when you would complete 
this examination ? 

Mr. Rotanp Anperson. No, there is no time fixed. We asked them 
at the time the last hearings were held before the Joint Committee to 
furnish us this information. We communicated with their counsel, I 
believe, the last time was on March 24, noting the fact that we had 
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not received this information and we requested that they facilitate the 
furnishing of it to us. 

I think it would be fair to say that we hope to get it within the next 
several weeks. 

Mr. Ramey. In the case of the Pennsylvania Power & Light nego- 
tiations, you had the same general situation. As I recall, a number 
of their applications—in that case it was by Westinghouse—were 
found not to have been reduced to practice and, therefore, would have 
come under the foreground rather than your background. 

Mr. Rotanp ANprrson. That is correct, Mr. Ramey. 

Representative Hosmer. Would you please explain in this particular 
instance that you have been questioned about, assuming some kind of 
arrangement might be made with these people, who would determine 
whether any one of these 17 have been reduced to practice and, there- 
fore, included or excluded from the contract? 

Mr. Rotanp AnpvEerson. Who would make that determination ? 

Representative Hosmer. Yes. 

Mr. Rotanp ANperson. The Commission. In the initial instance, I 
suppose it would resolve upon the patent counsel of the Commission to 
make an initial recommendation to the General Counsel, and the Gen- 
eral Counsel to the Manager, and finally the Commission would make 
the determination if there were any dispute about it. 

Representative Hosmer. Then the Government is fully protected ? 

Mr. Rotanp Anperson. We deem it is fully protected. 

(Subsequently the following letter was received from the AEC :) 


U.S. Atomic ENERGY COMMISSION, 
Washington, D.C., May 22, 1959. 
Hon. CLINTON P. ANDERSON, 
Chairman, Joint Committee on Atomic Energy, 
Congress of the United States. 


Dear SENATOR ANDERSON: The proposed General Dynamics contract for the 
performance of the research and development work for the nuclear powerplant 
to be built by Philadelphia Electric Co. will include patent provisions of the 
type outlined in the data sheet for this project. In part, the contract patent 
article relates to the disposition of inventions made prior to January 1, 1959, the 
date of commencement of Government reimbursement under the proposed con- 
tract. The draft contract provides for inclusion, as an appendix, a listing of 
those inventions which had been completed prior to January 1, 1959, and to 
which General Dynamics would retain title while giving a nonexclusive license 
to the Commission. 

As you have been advised previously, General Dynamics had filed, prior to 
January 1, 1959, 17 patent applications arising out of its privately financed 
work on the high-temperature, gas-cooled reactor concept. Since submission 
of the data sheet to the Joint Committee, the AEC and General Dynamics have 
been endeavoring to agree upon which of the 17 patent applications should 
remain the property of General Dynamics. It should be recognized that the 
applications represent one important and potentially valuable result of the 
approximately $144 million of work that General Dynamics expended and 
which the Government will not reimburse. 

Today, General Dynamics advised the Commission that it is willing to execute 
a contract which does not include listing in an appendix of any of the 17 appli- 
cations as having title remain with General Dynamics. This, in my opinion, 
represents a real contribution by General Dynamics and is indicative of the 
interest that the company has in this project. 

The data sheet and the draft contracts which were given to the Joint Com- 
mittee do not include the fields of established patent position of General 
Dynamics to which the exclusive “out field” license would be granted under the 
C-type clause. Attached is a statement of the listing which is proposed for 
insertion in the patent clause of the contract. 
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The only change in the language of the proposed patent provisions in the 
contract is in the second proviso of paragraph 1, article LX, where there has 
been incorporated, in addition to the nonexclusive license to General Dynamics, 
the right to grant irrevocable, royalty-free, nonexclusive licenses to member com- 
panies forming High Temperature Reactor Development Associates (HTRDA). 
This addition is deemed appropriate in order to assure the members of the 
HTRDA group of licenses as respects inventions made under this project. 

Sincerely yours, 
JOHN A. McCone, Chairman, 

Representative Horirietp. Now I refer you to page 47, volume I, 
of the Committee Compilation of Selected Material From Atomic 
Energy Patents, and on that page you find a chart which shows a 
trend in the filing of applications of atomic energy interest brought 
up to June 30, 1958. 

You see there in the year 1957, which is the last year we have the 
full count, there were some 800 applications filed by privately owned, 
including a few by other governments, as against a little better than 
100 filed by the Government. 

What is your interpretation of that trend? Does that indicate 
that the Government is lax in filing for patent rights in view of the 
great difference that exists there ? 

Mr. Rotanp Anperson. I think the figures are a little misleading on 
this page. The Patent Office indicated we filed 121 applications in 
1957. I don’t*know where they got that figure, because I think actu- 
ally the Commission filed something over 240 applications that year 

In addition to that, a number of the applications filed by private 
industry, in the relative number of about 75, were filed by indus- 
try for or on behalf of the Government and the particular contractor. 
So that the figure would be more accurate, I think, if it reflected there 
were about 300 applications filed for or on behalf of the Commission 
on its contracts. 

Even with that representation, there would still be some 600 or 700 
applications filed by private industry, and this, I think, is as it should 
be. It shows the c ompetitive spirit of American industry i is starting to 
take over in the atomic energy field and certainly this is true in ‘the 
instrument field, the chemical field and isotope field and fields other 
than possibly the basic reactor art. 

Representative Hosmer. What was that last? 

Mr. Rotanp Anverson. Basic reactor art. I might say even in that 
area there are a number of private companies who are filing exten- 
sively on components and apparatus in connection with certain basic 
reactors that were developed with and through Government funds, 

Representative Hosmer. I understand your statement then is that 
mere numbers do not lead to any logical conclusion. You have to 
know what the applications cover. 

Mr. Rotanp Anperson. Except they show an interest on behalf of 
industry in filing applications. As to the merits in numbers, I would 
agree that there is nothing significant as regards whether a man has 
100 applications pending or just a few. It may be that the few are 
much stronger than the 100. 

Representative Houirietp. Would you care to further delineate 
and give us the reason why the Government filed between 240 and 300 
applications in that period? What type of filings were made on the 
part of the Government ? 
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Would you break that down, if you have the figures, into patents 
filed for as a result of sole activity in Government-owned laboratories 
and Government-paid scientists ? 

Mr. Rotanp Anverson. I think it can be said that approximately 
90 percent of the applications filed by the Commission originate at 
some 14 installations or national laboratories of the Commission. 

The breakdown of figures for 1957, as briefly shown on page 59, 
gives the general character of the applications that were filed in 1957. 
There were 91 in the field of chemistry and metallurgy; 18 in the 
instrument field; 3 in the isotope separations field; 32 were mechani- 
cal; 53 were electrical and miscellaneous applications in the electrical 
arts; 7 dealt with radio isotopes and 56 pertained to reactor arts. 

That made a total of some 260 filed by the Commission in 1957. 

Mr. Ramey. On your filings by AEC, isn’t a part of the numbers 
problem just in the workload that your patent staff can handle; that 
the 200 or 250 seems to have been a fairly consistent number for quite 
a few years? 

Mr. Rotanp Anperson. This is partly true. It might be due to 
the number of staff representatives working on patents; on the other 
hand, it may also be due to the fact that the research and development 
activities have been taking a normal turn of events and have been 
about at the same rate for the last several years. 

In addition, it might be said that as to the United States filings 
that have been taking place in the last several years, we have em- 

hasized a great deal our foreign filing picture and have, therefore, 

1ad to expend a considerable amount of time and effort in filing on 
foreign applications. 

I think in connection with the numbers, it could fairly be said that 
we do not file on every invention that comes in. We attempt to evalu- 
ate the invention on the basis of the use or contemplated use picture 
which the contractor and the facility who is overseeing or surveying 
the activity of that contractor deems to be worthy of use or con- 
templated use. 

After the use picture has been examined, we then examine it from 
the point of view of prior art, as to whether or not it is new and novel 
over subject matter that has either previously been submitted to the 
Commission or on which applications have been filed by the Com- 
mission. 

One of the things that one will notice now is that some places are 
reinventing some of the things that were invented in 1945 and 1946. 
This would be natural because we get new blood in. They get en- 
thusiastic on a program. They will reinvent something that some- 
body else thought of years ago. 

Representative Horirretp. In other words, then you can tell the 
committee that the 600 to 700 applications by private industry have 
been scrutinized by the Atomic Energy Commission’s Patent Division 
on reference to it by the Patent Office, and that they have concluded 
in those 600 to 700 cases that the Government’s interest is not a basic 
or primary interest and, so to speak, have released those areas to the 
private patent applications ? 

Mr. Rotanp Anperson. No, Mr. Holifield. All that indicates is 
that there were purportedly some 600 or 700 inventions that arose out 
of private work which had no connection with the Commission’s ac- 
tivities whatsoever. 
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Those figures of 600 or 700 may have to be adjusted somewhat on 
the downward side because there is probably about 100 that were 
filed in 1957 by private industry that were under actual contracts 
and we authorized the filing, and in the examination of the Patent 
Oflice figures they show up as private applications filed by A contrac- 
tor, or b contractor, or C contractor, but he has filed them with the ap- 
proval of the Commission and the rights have yet to be determined. 
The rights will be determined in accordance with the type A, B or C 
patent clause. 

Representative Hosmer. May I ask, is most of this filing by the 
AEC more or less a defensive type filing ? 

Mr. Rotanp Anpverson. The filing by the Government is more or 
less defensive. 

Representative Hosmer. You mentioned some 600 or 700 filings in 
1957. 

Mr. Rotanp Anperson. Yes. 

Representative Hosmer. How much overseas filing was there ? 

Mr. Rotanp Anperson. I think the figures were shown in this re- 
port. 

Representative Hosmer. I mean in relation to that 500 or 600, 
roughly. 

Mr. Rotanp Anperson. For the year 1957? 

Representative Hosmer. Yes. Just an order of magnitude; that 
is all. 

Mr. Rotanp Anperson. There were some 236 filings by the Com- 
mission in various foreign countries in 1957. 

Representative Hosmer. So far as the domestic filings of a defensive 
nature are concerned, would you be assisted if there were some kind 
of registration and disclosure provision rather than the requirement 
that you go to patent? 

Mr. Roranp Anperson. Your suggestion is a possibility. If there 
were a law which permitted registration and the Government could 
register and get the same benefits as it could from a patent, provided 
that such a law gave the same effect to a publication and a registration 
as it gives to a valid patent. 

Representative Hosmer. The same defensive benefit ; in other words, 
prevent somebody from coming in later and obtaining a patent. 

Mr. Rotanp Anperson. That is partly correct, except for this: 
There would be no means of determining whether or not the outside 
patentee who gets his patent, even though there is a publication, is 
actually first, because the publication may not have been released by 
the Commission for a year or 6 months because of security. If he 
had filed and secured his patent and there was no interference, 
then there would be no determination as to whether or not he actually 
was entitled to a patent. 

That would not be determined in that kind of registration except 
when the man were subsequently sued in a court or when the Govern- 
ment was sued in the Court of Claims. 

Representative Hosmer. If you set up your registration on a con- 
fidential basis and your disclosure at a later time, that would probably 
solve the problem. 

Mr. Rotanp Anperson. That might. 

Representative Hosmer. Would you recommend such a provision 
to cut down the workload ? 
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Mr. Rotanp Anperson. I do not know if it would cut down the 
workload. I think that kind of recommendation has been made, and 
pending before the Government for several years. It has never re- 
ceived very wide acclaim or very wide acceptance by the patent bar or 
by industry or the Government for several reasons, possibly because it 
appears to be a provision that would undermine what is known as 
the normal patent system of the United States. 

I think the patent profession is very conservative and generally 
speaking does not want to support the kind of legislation which would 
in any way tend to undermine what might be said to be the normal 
patent inventive system. 

Representative Hosmer. It was my thought that since we deal with 
special patents in this field we might try the system out here and 
test its value. 

Mr. Rotanp Anperson. I think another aspect of this is that I do 
not know whether it would work as respects foreign governments and 
foreign corporations and what effect that would have on the American 
system. 

Representative Hosmer. It would not help on the overseas licensees. 

Mr. Rotanp Anperson. No. 

Representative Hosmer. The present patent system does not help 
that either. 

Mr. Rotanp Anperson. No. The foreign private corporations are 
filing in the United States. They would file and get a patent rather 
than register. This is one aspect as to why the foreign picture would 
not be helped on that. 

Mr. Totx. Mr. Anderson, with relation to this chart on page 47, 
and your statement about the increasing number of private applica- 
tions, would you say that indicates that there is increasing private 
participation in the atomic energy field ? 

Mr. Rotanp Anperson. I would certainly say it reflects great in- 
terest and a great deal of participation by private industry in the 
atomic energy field. 

Mr. Tou. And to belabor the obvious, that it is possible to get a 
private patent in the atomic energy field ? 

Mr. Rotanp Anperson. Yes. 

Mr. Tou. I think a great many people think, in the press and other 
places, that it is not possible to get a patent in this field, even if the 
invention is made under private sponsorship. Probably it should be 
emphasized that it is possible, and that private industry is applying 
for and getting patents in the atomic energy field. 

Mr. Rotanp Anverson. I think this is very true, Mr. Toll. Possibly 
we have been neglectful in not publicizing the fact that private indus- 
try, as well as the Government, or anyone else, can secure a patent 
in the atomic energy field. 

The only area where one cannot secure a patent is if the invention 
is in an atomic weapon as defined specifically in section 11(d). 

Representative Horirrmetp. Then we might well say that these fig- 
ures prove that we are not stifling private enterprise as a result of the 
patent policy of the Atomic Energy Act. 

Mr. Rotanp ANpverson. In my opinion, it certainly reflects that, 
Mr. Holifield. 

Representative Hortrretp. Could you give us some figures in regard 
to the number that other governments have filed? I notice on the 
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chart there is an area there which refers to other governments which 
have filed in the United States. 

Mr. Rotanp Anperson. In 1947, the Patent Office chart would indi- 

cate—1957, rather—there were some 85 applications filed by other 
governments. I imagine that includes their own or controlled cor- 
porations. 

Representative Honirieip. You spoke of private people applying for 
patents which had already been established by prior art. In those 
areas, the Atomic Energy Commission points out to the Patent Office, 
do they not, that this prior art has been established ? 

Mr. Rotanp ANprerson. We make available to the U.S. Patent Office 
all declassified publications as they are released and declassified. We 
have indicated and made av ailable to them any classified art that they 
desire at any time in the course of prosecutions. 

Representative Horrrmep. As far as you know, has the Patent Office 
granted any patents to inventors who were not aware of the prior art 
that had been established in Government laboratories ? 

Mr. Rotanp Anperson. I wish I were clairvoyant on that one. I 
am afraid I would have to say, Mr. Holifield, that I believe that 
patents are issued every day, where the Patent Office has not examined 
all the prior art and, therefore, they will issue a patent which, in effect, 
if it is sued upon, will undoubtedly be declared invalid by the court 
because the prior art will be brought out by the defendant. I think it 
probably is true in the atomic energy field, as in any other general 
patent field. 

Representative Horirieip. I am going to divide my next question 
into two parts. First, do you have any ‘know ledge of where this has 
occurred In peacetime applications ? Secondly, have there been an 
patents granted in the atomic weapons field either to private appli- 
cants in this country or to other governments which, in effect, are 
patent rights belonging to the government and under the prohibition 
of the section of the act wig prohibits patents in that field ? 

Mr. Rotanp Anperson. I do not know of any instance where the 
Patent Office has issued a patont which was prohibited by section 151 
(a) or (b) ; namely, a patent in the weapons field. 

As to whether the Patent Ojjice has issued a patent in the peaceful 
utilization of atomic energy which would be met by the prior art, I 
feel that upon close examination we could uncover art which would be 
very close to some of the patents that the Patent Office has granted. 

They may not have had available to them at the time of the issuance 
of the patent the prior art. The Patent Examiners are only human. 
They sometimes fail to uncover art that you and I might readily un- 
cover upon close examination. So there could be cases 5 where patents 
have issued and will eventually be held to be invalid in this field as in 
many other fields. 

Representative Horirretp. May I trace the procedure and ask you 
this: When a private patent application comes into the Patent Office, 
under the law, as I understand it, the Patent Office must refer that to 
the Atomic Energy Commission for scrutiny. 

Mr. Rotanp Anverson. They refer the application to our office for 
security examination and information purposes under 151(d). 


Representative Hoxttrmetp. As far as you know, have they done that 
in all cases ? 
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Mr. Rotanp Anperson. They have done that to the best of my 
knowledge. In some instances I would say, Mr. Holifield, they have 
not been as diligent in furnishing it as they could have been. But 
this one must consider is possibly due to the fact that they have some 
900 examiners and, try as you will to get 900 examiners to refer and 
to channel applications which may be in the atomic energy field 
promptly to the division in the Patent Office responsible for this ac- 
tivity, it is sometimes difficult. 

So whereas sometimes we would like to have them refer the appli- 
cation in 2 months rather than 6 months or 7 months, I say that they 
are diligent in referring them to us, but they could probably be a little 
prompter or more diligent in giving them to us in some cases. 

Representative Horirrecp. The next question is, do they leave you 
enough time to scrutinize those patent applications before granting 
the patent? 

Mr. Rotanp Anperson. Yes, sir. In most instances, as you know, 
a patent is not granted for 2 to 6 years after it is filed, even if there is 
no security involved. 

Representative Horrrrerp. Are there any further questions on this 
section of Mr. Olson’s testimony ¢ 

Representative Hosmer. I have just one hypothetical question, Mr. 
Olson. Disregarding only the provisions of the Atomic Energy Act 
relating to no patents on weapons, assuming similar provisions were 
made generally applicable to patents in the United States, in your 
opinion would that decrease the number of patent applications? 

Mr. Orson. If I understand your question, sir, a parallelism there 
would preclude the issuance of patents at all. 

Representative Hosmer. Forget the weapons field. Just say with 
respect to the various restrictions of general application. 

Mr. Orson. I am sure that the special provisions here, Congressman 
Hosmer, arose out of the special circumstances. I certainly would 
not be prepared to recommend that they be of widespread application 
in the normal areas of patenting. 

In my mind, the special provisions are justified by the special cir- 
cumstances that we find here in connection with atomic energy and 
the urgent desire of this country to bring it up to a high level of tech- 
nological advance very rapidly. 

Representative Hosmer. The point of my question is that there was 
testimony that these provisions here did not “stifle” patent enterprise 
in the atomic field. I was trying to see if you evaluated it and see if 
it was a considered answer or something else. 

Mr. Orson. I would be the first to say that I would not recommend 
a widespread application of these particular principles. I think in 
weighing the pros and cons that there is no present indication in my 
mind for a change at this particular date. 

Representative Hosmer. In other words, we have factors in this 
field that we do not have in the general field ? 

Mr. Otson. Yes, sir. 

Representative Hosmer. That still does not answer my question. 

Mr. Orson. I would be very happy to answer it conversely. I think 
that application of these principles special to atomic energy generally 
in the patent field would be discouraging and a deterrent to progress. 
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Representative Hosmer. But they are no deterrent or no discourage- 
ment in the atomic field. 

Mr. Oxson. As I tried to state quite frankly, I think they are, but 
it is a balancing of interests. 

Representative Hosmer. It is the price we pay under the particular 
circumstances. 

Mr. Orson. Yes. I would not say there was no deterrent effect. 
You have heard many witnesses come before this committee and say 
there is a great deterrent effect. I feel in the balancing of the interests 
that this is the position that the Commission should take and adhere 
to. 

Representative Hosmer. That is quid pro quo. 

Mr. Orson. Yes. 

Representative Houttrrecp. Under date of February 10, the statf was 
directed to send a letter to Mr. Rolander, assistant to the manager of 
the General Atomics Division of General Dynamics, in which a series 
of questions were asked. 

I believe at this point, in view of the fact that their name has been 
brought into the testimony by the Chair, that we should insert in the 
record the questions, which were as follows: 


What is the current patent situation? 

What patent provisions will be proposed? 

What are the international aspects of the patent situation considering work 
done in the United Kingdom on the same basic concept? 

What about AEC patents on Rover and ANP work? 


The answers to those questions are found on pages 8 to 11, inclusive, 
of their answer. In order that the record will be complete, we will 
introduce it into the record at this point without objection. 

(The material referred to is as follows :) 


4. (a) What is the current patent situation? 

General Atomic Division of General Dynamics Corp. has taken active steps 
to file patent applications on inventions or discoveries which have arisen in 
the HTGR project. Seventeen applications covering inventions or discoveries 
which have arisen out of the HTGR project are now on file in the Patent Office. 
Two additional patent applications are presently under preparation and further 
applications are planned. 

4. (b) What patent provisions will be proposed? 

The patent provisions contemplated in the agreement to be consummated with 
the AEC are as follows: 

(1) Under the AEC-PE agreement, AEC will be entitled to all rights to in- 
ventions pertaining to atomic energy and to inventions by PE employees in 
work paid for by AEC or conducted in AEC contractor facilities subject to PE 
and HTRDA and its member companies receiving nonexclusive, royalty-free 
licenses. 

With respect to other non-atomic-energy inventions made by PE employees, 
AEC will retain a nonexclusive, irrevocable, royalty-free license. All subcon- 
tract patent provisions will be mutually agreed upon. The GD subcontract 
with PE for the supply of fuel and the GD subcontract with Bechtel for the 
nuclear steam generation portion of the plant will incorporate patent provisions 
similar to those in the AEC-GD contract for research and development. 

(2) Under the AEC-GD agreement— 

(a) AEC will receive a nonexclusive, irrevocable, royalty-free license for 
governmental purposes on such atomic energy inventions arising out of the 
GD supported work on this project during the period September 1, 1957 to 
January 1, 1959, as in fact have been reduced to practice (completed). Such 
inventions will be listed in an appendix to the contract and all other inventions 
or discoveries arising from said work shall be presumed to come under the 
terms of the provisions described in paragraph (c) below. 
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(b) AEC will also receive a nonexclusive, irrevocable, royalty-free license to 
make and use and have made and/or used throughout the world for govern- 
mental purposes in the manufacture and use of Government-owned or Govern- 
ment-operated reactor facilities, under any inventions or discoveries owned or 
controlled by GD or in which GD has the right to grant licenses without the 
obligation to pay royalties, which inventions or discoveries are incorporated into 
the PE nuclear power plant. 

(¢) AKC will receive all rights to inventions arising under the contract on 
and after January 1, 1959, except that GD will retain a nonexclusive, irrevocable, 
royalty-free license in in-field; GD also will receive exclusive out-field rights 
subject to a Government license on inventions in areas where it has an estab- 
lished patent position. 

(¢) On inventions and discoveries owned by GD and described in paragraphs 
(a) and (8%) above, GD agrees to grant nonexclusive licenses for use in reactor 
facilities of a type similar to the PE plant on reasonable terms to responsible 
private parties upon AEC request. The Commission will make such request 
only when such inventions or discoveries are considered by the Commission to 
be necessary for the construction and operation of such reactor facility. 

(e) AEC will grant to GD a nonexclusive, royalty-free license to make and 
use in the construction or operation of nuclear facilities of a type similar to 
the PE facilities, under any invention or discovery owned by AEC or in which 
AEC has the right to grant a royalty-free license (AEC assumes no liability 
to GD for infringement of patent rights of others in the manufacture, construc- 
tion, use or operation of the PE reactor plant). 

4. (c) What are the international aspects of the patent situation considering 
work done in the United Kingdom on the same basic concept ? 

The United Kingdom, of course, has been working for some time on the 
development of gas-cooled reactors. Their most recent work on these reactors 
has not been available to us. In order to determine the international patent 
situation, we have for some time been monitoring foreign patents in an effort 
to obtain the earliest possible information regarding the issuance of patents 
relating to gas-cooled reactors. 

Our purpose in monitoring such patents is that we believe that it is likely 
that patent applications covering such inventions would also be filed in the 
U.S. Patent Office. Of course, the issuance of a foreign patent does not mean 
that it will be possible to obtain similar patent protection in the United States. 

While we have found a number of foreign patents relating to gas-cooled re- 
actors, these patents are all of limited scope and in the opinion of our counsel 
would not interfere with the contemplated project. The proposed reactor which 
is presently under development by General Dynamics is significantly different 
from that presently being developed in the United Kingdom. 

While there are, of course, many basic similarities, we believe that these are 
likely to be in the public domain and unpatentable to anyone either in the United 
Kingdom or the United States. This judgment is based on the fact that the 
patents which have been issued in foreign countries and relate to gas-cooled 
reactors are narrow patents covering specific reactor details. We know of no 
patent which now prevents the construction or operation of the proposed nuclear 
plant. 

4. (d) What about AEC patents on Rover and ANP work? 

We do not know of any AEC patents on Rover and ANP work and we do not 
have information regarding patent applications on Rover and ANP work. 


Representative Hosmer. Will that record then be available in con- 
nection with the authorization bill? 

Representative Horirretp. Yes. This would be the official record of 
the hearings and will be printed. 

Mr. Orson. Might we have the privilege of making an insert in the 
record with respect to the contract provisions on that particular 
matter, because they are not fresh in my mind and I was assured at 
the time that they were adequate to protect us. I am sure they are. 
But I would like to make an insert in the record if I could. (See 
p. 7 for AEC letter concerning proposed General Dynamics contract 
provisions. ) 

Representative Horirrmeip. Yes, I think probably you should. If 
you do not have a copy of this letter, we will furnish it to you because 
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in this answer to what is the current patent situation, they say that 
17 applications covering inventions or discoveries which have arisen 
out of the HTGR project are now filed in the Patent Office. Two addi- 
tional patent applications are pending under preparation and further 
applic ations are planned. 

I think you should have a copy of this also. 

Mr. Otson. Thank you. 

Representative Horirre.p. If there are no questions, you may pro- 
ceed on the next section of your testimony. 


COMMISSION FILES FOR PATENTS—BOTH DOMESTIC AND FOREIGN 


Mr. Oxuson. The Commission has the right under the standard 
patent articles to determine whether or not and where a patent ap- 
plication may be filed. However, a provision is included in our con- 
tracts, upon request, that the contractor may file such domestic and 
foreign patent application as the contractor may deem advisable. 

This does not affect title. Even where such a provision is not in- 
cluded in the contract, the practice of the Commission has been to 
request the contractor when reporting on inventions to indicate 
whether the contractor desires to file a patent application. Where the 
contractor does not file, the AEC files domestic and foreign patent ap- 
plications on contract inventions where the filings are deemed war- 
ranted. The rights determination is not dependent upon who files. 
The Commission’s patent articles includes a provision that all tech- 
nical data becomes the property of the Commission, to be used by the 
Commission as it sees fit, so that the Commission may be in a position 
to fulfill its statutory responsibilities for dissemination of informa- 
tion under sec tion 3 and 141b. 

Secticn 3 specifically provides that the Commission is to dissemi- 
nate scientific and technical information so as to “encourage scien- 
tific and industrial progress.” Patent review is accorded technical 
reports before release to assure that patenting action on significant 
inventions is taken to protect industry and the Government before 
the reports are published. 

Representative Hontrrerv. Why should a contractor file a patent 
application in a number of foreign countries when you consider the 
expense involved without knowing whether he shall receive the bene- 
fit of those patent rights or the AE C2 

Is there any recompense when he files a patent right in which the 
AEC claims? 

Mr. Rotanp Anperson. If it is a C-type provision he would get ex- 
clusive outfield rights. This might warrant his filing. If it is a 
device which he is manufacturing and desires to import and wants to 
be assured that he is protected and not only looks to an exclusive 
position in that country, but looks to see that there is an application 
covering a device that he i is going to import or use in that country, 
he may feel that the money spent in foreign filing is worth while. 

Representative Horirmxp. Has this, in ‘effec t, been carried out ? 

Mr. Rontanp Anperson. This has been carried out. I think the rec- 
ord will show in the committee print at page 110 that as of last No- 
vember there were some 211 applications that had been filed by con- 
tractors. 
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Representative Hormrmrtp. And how many by the AEC in the for- 
eign field ? 

Mr. Rotanp Anperson. At that time there were some 1,206. At the 
present time there are something over 1,400 on file by the Commis- 
sion. 

Mr. Tot. However, these filings by the Commission, that total 
figure—-it should be pointed out for the record I think—that a large 
number of these, if you refer to the chart on page 109, were in Canada 
and Great Britain prior to 1955, and these rights, under the tripartite 
agreement, have been interchanged in those countries. If you sub- 
tract those substantial numbers, which probably are over 500, the 
Commission’s filings abroad don’t look as impressive. 

Mr. Rotanp Anperson. This is correct. However, I think you have 
to take into consideration, Mr. Toll, that up until 1946 we were not 
permitted to file in any foreign countries on any classified subject 
matter. 

There were only three countries at that time with whom the United 
States had agreements of cooperation as now known; namely, the 
United Kingdom, Canada and South Africa. Therefore, we were 
only permitted to file up until the establishment of the Atomic Energy 
Commission in 1946 in those three countries. Subsequent to the 1946 
act, and up until the 1954 act, we were not permitted to file in any 
countries on any classified subject matter, which meant that we were 
not in a position to undertake foreign filings to any significant ex- 
tent because the significant subject matter was still classified until 
1954. 

Upon the passage of the 1954 act, the picture changed and declassi- 
fication took place very rapidly. There was the Geneva Conference 
in 1955 and there were some 3,000 or 4,000 documents that were proc- 
essed for declassification then, and it was humanly impossible to file 
on any of that subject matter. 

I think the figures have shown that since that time the Commission 
has filed on significant inventions because the information is now 
declassified and the peaceful uses of the atom are unclassified. 

Mr. Totti. Does the Commission have a large enough staff to super- 
vise or carry out an aggressive policy of filing in 30 different countries 
abroad ? 

Mr. Rotanp Anperson. I think the staff has been capable of keep- 
ing just ahead in connection with its activities, and if we are privi- 
leged to receive the funds and additional personnel that we will be 
able to carry on just as vigorous a program as we have these past sev- 
eral years. 

Representative Horirrevp. Is the AEC in a position to evaluate the 
value of an invention if the contractor does not desire to file? 

Mr. Rotanp Anperson. We believe we are, Mr. Holifield, because 
before we foreign-file we write the contractor and ascertain from him 
whether or not he deems it worth while for the contractor or the Com- 
mission to file. 

If he does not express any view, which oftentimes happens, we 
would go to the inventor and to the individual establishment and the 
AEC organization, which is responsible for conducting the work at 
that facility, and ascertain from them their evaluation of the value of 
that invention so far as they visualize the foreign program in the 


field. 
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With their recommendation, we, in the Commission in Washington, 
confer with the various divisions who are responsible for that type 
of work: if it is in the reactor field, with the Reactor Division, and if 
it is in the thermonuclear field, the Thermonuclear Division, to ascer- 
tain their views. 

So we feel we have a composite view of the overall picture at the 
time we undertake the filings. This, of course, means that the filings 
are on a very selective basis. We do not file merely because someone 
thinks we ought to file a foreign application. 

Representative Hoxrtrretp. Where does the obligation lie within 
your organization to ascertain whether something needs to be filed 
or not? Does it lie in your Patent Division to go out and seek this 
information, or is there an automatic reporting provision required of 
the people in the field where the work is actually being done? 

Mr. Rotanp Anperson. I think the responsibility rests with the 
Patent Division. The patent field representative has the responsi- 
bility to contact the organization in the field first, and when he trans- 
mits that information initially to the Commission, which he usually 
does, we get it at that time. 

I don’t believe it can be said to be a contractor responsibility. It is 
fully a responsibility of the AEC Patent Branch. 

Representative Horirrerp. You feel that is working satisfac ‘torily, 
that the people in the field are diligent and that they are reporting in 
a satisfactory manner for the Government's interest, such occasions as 
do arise for patenting? 

Mr. Rotanp Anperson. Yes, sir. You have to remember also that 
the contractor has the initial responsibility to promptly report in- 
ventions. 

Representative Hoirrerp. Yes. 

Mr. Rotanp Anperson. They would come in in the ordinary course 
of events and then be evaluated in the local area on the field level for 
both domestic and foreign filing, and then come to Washington for 
final evaluation. 

Representative Horirievp. I could see where if a contractor did not 
fulfill his obligation and waited until after his contract was finished 
and some time later developed the patent in his own shops, that he 
would be in a position of claiming an equity there which, in effect, 
belonged to the Government, which could have been protected if the 
Government employee had the obligation to report to you patentable 
developments. 

Mr. Rotanp Anperson. In addition, we take an initiative as respects 
the reporting of the inventions by the examination of notebooks, by 
the examination of the technical reports that are rendered, and if upon 
review of those there is an item that appears to be of patentable in- 
terest, we will have the AEC field patent representative confer with 
the supervisor and with the contractor’s representatives, if necessary, 
to ascertain the status of a particular item. 

So we hope that we are covering within the realm of possibilities 
those things which should be reported. I think it fair to say that our 
contractors in most instances are very diligent in reporting inventions. 

Representative Hottrretp. In case the AEC decides not to file and 
there is a difference of opinion between the contractor and the AEC, 
once the AEC makes that decision, the contractor is then free to go 
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ahead and on his own, file for a patent and pay his own patent rights 
and acquire that equity; is he not? 

Mr. Rotanp ANperson. He is. But the determination of rights 
would still rest with the Commission, even if he files. 

Representative Hottrirevp. That determination might be made after 
the filing ? 

Mr. Rotanp AnpErson. Yes. 

Representative Hotrrretp. Even though the AEC had refused to 
file ? 

Mr. Rotanp Anpverson. That is correct. 

Representative Hottrrerp. It doesn’t seem quite fair to the con- 
tractor. 

Mr. Rotanp ANperson. Sometimes the reason we do this is as fol- 
lows: If we already have an application on file there is no necessity 
to authorize a second application. We would not file on a device that 
is already the subject of a patent application filed 2 or 3 years before. 
His man still would like to file. 

He says, “I would like to satisfy the whims of my man because he 
is a big man in the organization,” and we say, “Feel free to file, but 
we will not release our rights until it has been allowed.” 

Representative Hortrretp. Mr. Toll ? 

Mr. Toru. Mr. Anderson, on all your contracts you have provisions 
requiring contractors to report inventions to you; is that correct? 

Mr. Rotanp ANpeErRsON. Yes, sir. 

Mr. Toit. Do you have any statistics indicating that of the total 
number of inventions reported to you, what percentage the Commis- 
sion decides to file applications for a patent? 

Mr. Rotanp Anperson. I believe we have as of this time received 
approximately 19,000 invention reports. We have pending and have 
filed some 6,400 applications. We have under review (of those 19,000) 
probably 500. So it appears that a rough figure would indicate that 
we file applications on about one out of every five inventions that are 
reported. 

Mr. Toru. I am not sure I follow your arithmetic there. You have 
19,000 reports. What was the 6,400 figure ? 

Mr. Rotanp AnpDerson. About 6,400 have been the subject of a 
patent or a patent application. 

Mr. Tort. By you or by the contractor ? 

Mr. Rotanp Anperson. Either by us or the contractor. We have 
1,800 patents issued to date. We have about 3,500 applications pend- 
ing. "That is about 5,300, is it not ? 

Representative Hortrrevp. 5,300. 

Mr. Rotanp Anperson. 5,300. 

Mr. Toit. What happens to the 12,000-plus discoveries that are 
reported to you that no application is filed on by anybody? Is this 
technological information made public to industry so that regardless 
of whether or not any patent rights are involved, that people can 
use it? 

Mr. Rotanp Anperson. Yes. Most of that information is incor- 
porated in technical reports that have been disseminated in one fashion 
or another. 

Mr. Tot. Is there a possibility that when a patent application is 
filed, the information, so to speak, goes out of sight for 4 to 6 years? 
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It is kept confidential in the Patent Office. Nobody knows what is in 
there. 

Does this tend to slow down the process more than speed it up? 
Does industry get more benefit from the information which nobody 
wants to patent than the information that the people file applications 
on? 

Mr. Rotanp Anperson. I do not believe so, Mr. Toll, because again 
most of the information that is incorporated in the patent application 
has already been released or releasable in some form, either in a tech- 
nical report or a drawing or blueprint that has been made available 
under the Office of Technical Information Services program. 

Mr. Tort. But the patent application itself, whatever reasoning it 
may have? 

Mr. Rotanp Anperson. It is not made public until the time the 
patent goes to issue. 

Mr. Tort. That is true on AEC applications as well as private 
applications ? 

Mr. Rotanp Anperson. Yes, sir. The technical information of 
course has already been released. 

Representative Hotrrreip. It would be true of anything except clas- 
sified patentable ideas in the weapon field. 

Mr. Rotanp Anperson. That would be true of unclassified informa- 
tion because as Mr. Toll says, until the patent goes to issue, the appli- 
cation is considered to be confidential between the Patent Office and 
the inventor or his representatives or his assignee. 

Mr. Toxtx. As far as the AEC information is concerned, the Com- 
mission never collects any royalties. It only makes these patents 
available to others to use. Tying in with Mr. Hosmer’s suggestion, 
might it be a good idea just to obviate this four- to six-year a 
and publish this information right away rather than going throug 
the patent route. 

What good does it do you to get a patent? 

Mr. Rotanp Anperson. The technical information we hope is pub- 
lished. It is the preservation and creating of a monopolistic position 
through the patents, whether it be Government or private industry, 
that you are attempting to protect when you get your patent. 

The technical information we hope is all released before the patent 
comes out. The patent describes the invention and then claims the 
subject matter that is new. In so claiming it, it becomes available 
under our program for all industrial use. 

Representative Hosmer. Isn’t it a fact that if you tried to commin- 
gle a patent procedure with a declassification procedure you would 
have an administrative impossibility ? 

Mr. Rotanp. You would have what ? 

Representative Hosmer. An administrative impossibility ? 

Mr. Rotanp ANnperson. You certainly would. On the other hand, 
we attempt to review the technical publications for patentable items 
before they are declassified and before publications are released in 
order to assure that the patent position, if there is any to be established 
is covered by a filed patent application before the publication is 
released. 

Representative Hosmer. You could not split this declassification 
between you and the Patent Office? 
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Mr. Rotanp ANperson. No. 

Representative Hosmer. Nor would it be advisable to have two 
sources from which this information is flowing ? 

Mr. Rotanp Anverson. I think that is cor rect. 

Representative Houirieitp. Proceed, Mr. Olson. 


COMMISSION LICENSING POLICY 


Mr. Oxtson. The Commission, under section 156 and 161g has au- 
thority to grant licenses on terms and conditions as deemed appro- 
priate. Under these sections, the Commission has pursued the policy 
of granting nonexclusive, revocable, royalty-free licenses on its United 
States patents to all, and to U nited States industry on its foreign- 
owned patents—10 CFR 81. The Commission has not determined the 
terms and conditions under which it will accord foreign industry 
licenses on Commission-owned foreign patents. 

The Commission, pursuant to section 153, has authority to declare 
patents affected with the public interest and to grant licenses on pri- 
vate patents of “primary importance” to the production or utiliza- 
tion of special nuclear material or atomic energy where the licensing 
is of “primary importance” to implement the “polici ies and purposes 
of the Act. 

This pow er, as the Commission has expressed to this committee on 
several occasions, is considered a “reserve power.” It has not been 
employed to date by the Commission, nor has any person authorized 
by the Act to employ the compulsory licensing procedures initiated 
any action to invoke the section. 

Representative Hoxirie.p. Is this because there has not been any- 
thing of primary basic importance such as the Fermi patent rights 
established in the last few years ? 

When we wrote this into the Act, we wrote it into it for the ex- 
press purpose of preserving to all the American industry a complete 


right to utilize any technology which has been developed by tax 
moneys. 


Mr. Otson. That is right. 

Representative Hottrreitp. And to prevent a monopoly occurring in 
any field in the reactor art, and yet this section has never been used. 
Ii either is a section which is impractical or there has not been any- 
thing invented which would come under that classification. 

Mr. Oxson. I think our feeling at the present time is that the Com- 
mission owns very many substantial patents, as you know. 

Representa‘ive Hontrienp. Yes. 

Mr. Orson. I think it is fair to say that up to this date that neither 
we or anyone who is eligible to use these procedures has been of the 
opinion that such a p: atent exists on the outside. Of course, there is 
no time limit on our using this authority. It may be that at a later 
date that such a patent now in exis‘ence will become of primary 
importance, but we have lost no rights with respect to that matter. 

Mr. Ramny. We asked the Commission for a supplementary state- 
ment on what procedure you use on reviewing private patents to see 
whether or not you should declare them affected with the public in- 
terest and so on, and received an answer to that. 

(The information referred to appears on p. 79.) 
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Mr. Ramey. In your review of your patent applications to see 
whether or not the Commission should act, have there been applica- 
tions that might be termed to be marginal; that is, they look to have 
some importance and then you sort of sift them and make up your 
mind finally that you didn’t think you should take title but that they 
are of some importance, but not of primary importance? 

Mr. Rotanp Anperson. Are you speaking of issued patents to 
date? 

Mr. Ramey. Yes. 

Mr. Rotanp Anperson. I think on the issued patents we have found 
none in which we would desire to invoke the privileges of section 153. 
There has been, as Mr. Olson said, no private industrialist who has 
felt that there has been any patent that has interfered with his activity 
where he would desire to invoke it. 

As to what we might contemplate arising in the future, I think it 
can be said that there are several applications that are pending that 
might be the subject of such action at some later date, depending upon 
whether or not they are employed by private industry or by the 
Government. 

Representative Hoitrmpp. Of course, if such a case does develop, 
it is the AEC’s policy to immediately step forward and to utilize this 
section of the Act ? 

Mr. Rotanp Anperson. If that became necessary, I think the Com- 
mission would act. 

Mr. Ramey. Woud this apply to controlled thermonuclear inven- 
tions as well as nuclear reactors? 

Mr. Rotanp Anperson. It would under the definition of atomic 
energy as now embraced in section 11 of the Atomic Energy Act, I 
believe. 

Mr. Ramey. Does the Government have as basic a position in the 
controlled thermonuclear field as it does in nuclear reactors ¢ 

Mr. Rotanp Anprerson. The Commission has filed a considerable 
number of applications in the thermonuclear field. There were some 
private contributions in the thermonuclear field at a very early date 
which are privately owned, but in which the Commission has acquired 
license rights for the Government. 

Representative Hotiriretp. Will the counsel point out in the Atomic 
Energy Act the language which he construes as covering the field of 
thermonuclear energy as well as nuclear fission ? 

Mr. Rotanp Anperson. In section 11(c), “The term ‘atomic energy’ 
means all forms of energy released in the course of nuclear fission or 
nuclear transformation,” and it is the latter phrase which I believe, 
although the technical people would be better qualified to speak, 
is deemed to cover the fusion field. 

Representative Horirietp. Mr. Olson, do you agree with that in- 
terpretation of the word “nuclear transformation” or do you feel that 
should be clarified ? 

Mr. Otson. I would have to defer to Mr. Anderson in this particular 
area, but offhand I would certainly see no objection to the interpreta- 
tion he has given. It isa pretty broad phrase, nuclear transformation. 
Representative Hoxitrretp. You may proceed. 
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THE BASIS FOR COMMISSION POLICY 


Mr. Oxson. It has been the general commercial and industrial 
policy for many years to acquire the rights in inventions that result 
from industry sponsored and funded research and development work. 

Furthermore, most industry has pursued the policy of acquiring 
rights in inventions of its employees. The policy of the U.S. Govern- 
ment has not been uniform. The Defense Establishment has, under 
its research and development contracts, acquired only a non-exclusive 
license for governmental purposes. 

The Department of the Interior, the Department of Agriculture, 
Federal Aviation Administration, and others, including the AEC in 
the atomic energy field, have pursued the industrial policy and ac- 
quired greater rights. 

It is the Commission’s view that where the Commission sponsors 
and pays for the research and development, the resultant inventions 
and discoveries should be the property of the Government for the 
benefit not only of the particular contractors, but of the general public. 

This policy of the acquisition of all rights in the atomic energy 
field has permitted the Commission and the Government generally 
complete freedom of action to disseminate scientific and technological 
atomic energy information prepared and developed under Commis- 
sion contracts. 

The ownership of the rights in the Commission has avoided the 
granting of special privileges in the discoveries and inventions in the 
atomic energy field and the establishment of preferred positions by its 
contractors. 

One of the present effects of the AEC patent policy is that all un- 
classified technological and scientific information prepared and de- 
veloped by the Commission and its contractors is available to every 
company presently engaged in atomic energy work. 

Everyone is entitled to use the scientific and technical data and the 
inventions and discoveries that have resulted from Commission con- 
tracts. This utilization of emnenay would not be possible under 
a program that provided only for royalty-free use by the Government. 

An example is the raw materials field where the processes employed 
were developed by the AEC and made available to all, with a resultant 
downward price trend of real significance. You will recall that the 
1947 report of the Attorney General, after the comprehensive review 
of Government policies and practices, stated : 

As a basic policy, all contracts for research and development work financed 
with Federal funds should contain a stipulation providing that the Government 
should be entitled to all rights to inventions produced in the performance of 
the contract. 

Some have asserted that the time is past when a few contractors can 
secure a preferential position with respect to technology or patents by 
virtue of being AEC contractors. It is believed that the possibility 
for preferred positions still exists. 

While the Kec has a large number of contractors, both large and 
small, most of the programatic research and development is performed 
by relatively few contractors. Today approximately 90 percent of 
the inventions reported under Commission contracts have been re- 
ported by some 14 Commission contractors. 
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Representative Horirrerp. I want to pause here to say that I am 
very pleased with the position that you have taken in your statement 
on this particular point, because this was the point that was of con- 
siderable concern to us in the enactment of the 1954 act. 

It was the feeling of the committee at that time that there was a 
possibility of undue advantage going to a few contractors who had 
participated and had been paid for their services, incidentally, in the 
atomic energy field, with public moneys. 

We felt that the protection of the right of all American industry, 
including those segments of the American industry who had not had 
the privilege of participating through contracts with the AEC, that 
these advantages should be transferred to the whole segment of 
American industry rather than just a small part of it. 

I am very pleased that you are still looking at this point of pro- 
tecting all of American industry, rather than a few who have been 
fortunate to have contracts. 

Mr. Oxson. Initially, much was said about atomic energy being a 
unique field and that special considerations warranted the patent 
policy that has been pursued in the atomic energy program. That 
atomic energy is still a unique and special field is eviauesed in that— 

(a) One cannot transfer source material or byproduct ma- 
terial without a license (secs. 61 and 81) ; 

(6) The Commission is owner of all production facilities (see- 
tion 41) except the Commission may license certain production or 
manufacturing facilities (secs. 103 and 104); and 

(c) The Government is the owner of all special nuclear ma- 
terial (section 52). 

While return to what has been characterized as the normal patent 
system may be desirable, unique aspects of atomic energy, in the 
opinion of the Commission, warrant continuation of special patent 
provisions in the Atomic Energy Act as modified by the Commis- 
sion’s proposed amendments to the patent sections of the 1954 act. 


THE INTERNATIONAL PROGRAM 


The international picture must also receive attention in consider- 
ing the patent policy of the Commission. The President’s Atoms 
For Peace program has involved many countries. The AEC has im- 
seven gee the program by negotiating a considerable number of bi- 

ateral agreements, by negotiating the EURATOM agreement of 
cooperation and by participating in the establishment of the Inter- 
national Atomic Energy Agency. All of these programs look to 
government direction, participation and financial sponsorship. 

The AEC secured all rights in U.S. patents on applications filed by 
the British and Canadian Governments prior to November 15, 1955, 
and similarly has been able to negotiate provisions in the EURATOM 
and bilateral agreements continuing reciprocal patent agreements and 
assurances of nondiscrimination. 

The predecessor of the Commission, the Manhattan Engineer Dis- 
trict, had filed foreign patent applications in Canada and Great 
Britain pursuant to the wartime agreement. However, after the pas- 
sage of the 1946 Atomic Energy Act, no foreign filings on significant 
and important atomic energy contributions was possible since under 





ATOMIC ENERGY PATENTS 25 


said 1946 act the transmittal of classified information to foreign coun- 
tries was not permitted, and significant and important inventions 
were still classified. 

Subsequent to the 1954 Atomic Energy Act, in which nonmilitary 
nuclear technology was declassifiable and classified bilateral agree- 
ments were authorized and negotiated, the Commission reactivated 
the program of filing abroad on significant inventions where war- 

ranted. The Commission has filed over 1,400 foreign patent applica- 
tions and contractors have filed something over 200. The filings were 
detailed in the report of December 4, 1958, to this committee. 

Foreign industry and foreign gov ernments are pursuing an active 
domestic and foreign filing program which may similarly affect the 
U.S. industrial position, However, U.S. industry is not only filing 
for domestic patents, but for foreign patents on privately developed 
inventions and discoveries, so that the U.S. Government and U.S 
private industry together should be in a position to protect the over- 
all U.S. position. 

To date, so far as it is known, no private party or contractor has 
been denied the right to file a patent application in the United States, 
and except for security requirements, no contractor or private party 
has been denied the right to file any foreign application. 

Furthermore, in every case that has been brought to the atter ae 
of the Commission, where a contractor determined the filing of : 
foreign application would be desirable, but the contractor did od 
desire to undertake the filings because it was not accorded an exclu- 
sive position, the Commission, after review of the subject matter, has 
undertaken filing upon agreement with the contractor as to the coun- 
tries warranting filing action. 

One of the initial objections of industry to the Commission's pro- 
gram was that a considerable amount of technological information 
was being published without foreign patent protection having been 
taken. While patent review was one of the steps in the declassification 
of documents, it was recognized that a considerable amount of im- 
portant technological information was being born unclassified under 
the declassification program. 

To meet this situation, a program of prepublication review was 
initiated. Under such present prepublication system, patent review 
is accorded technical unclassified documents so as to assure early re- 
lease of information and at the same time permit of the filing of 
domestic and foreign patent applications to minimize the loss of 
domestic and foreign patent rights. 

Representative Honrrtexp. Before I question you on the interna- 
tional program section, I did have a few questions on the previous sec- 
tion of your testimony. I would start off by saying that the Defense 
Department has a different type of patent policy with its contractors 
than the Atomic Energy Commission. 

Mr. Otson. That is right. 

Representative Horirteip. Roughly speaking, the Defense Depart- 
ment permits its contractors to file patent rights with only the pro- 
vision that the Government may use these patents if they wish to use 
them. 

My particular opinion—and this is a personal opinion I express— 
the American Government has paid for hundreds of millions of dol- 
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lars of research and development which has been patented by private 
contractors for their own benefit and the Government itself has not 
protected the taxpayer in those rights. That is a personal opinion 
that Iam constrained to express. 

Taking into consideration the policy of the Department of De- 
fense—its limited policy—of retaining patent rights in certain fields 
of research and development and applying that to the atomic energy 
development, and if we had used the same patent law that the Depart- 
ment of Defense uses, would it not have been possible for some of the 
prime contractors such as Westinghouse, General Electric, North 
American, Du Pont, Monsanto, and others of the 14 primary con- 
tractors, to have filed and been granted patents over the past 15 
years which would have given them almost a monopoly position in 
the industry. 

Mr. Oxson. I think that is true in our atomic energy field. 

Representative Houirretp. Can you itemize, and you do not need to 
do it now, the 14 contractors who have reported 90 percent of the 
inventions? I believe you referred to that previously. 

Mr. Orson. We would like to submit that for the record, please. 

Representative Hoxtrtevp. I think those are my only questions on 
that particular section. 

(The information referred to follows :) 


U.S. Atomic ENERGY COMMISSION, 
Washington, D.C., April 22, 1959. 
Hon. CHET HOLIFIELD, 
Chairman, Subcommittee on Legislation, Joint Committee on Atomic Energy, 
Congress of the United States. 


DeaR Mr. HoLiFreLtD: Pursuant to the request at yesterday’s hearing there 
is submitted herewith a list of the 14 corporations that have contributed approx- 
imately 90 percent of the inventions reported to the Atomic Energy Commission 
by contractors. 

Associated Universities including Brookhaven National Laboratories 

Columbia University 

General Electric Co. including Knolls Atomic Power Laboratory, Hanford 
Atomic Products and Aircraft Nuclear Propulsion Department 

Iowa State College 

Monsanto Chemical Co. including Oak Ridge National Laboratory and 
Mound Laboratory 
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North American Aviation, Inc. 
Phillips Petroleum Co. 
Tennessee Eastman Corp. 
Union Carbide Nuclear Co. including Oak Ridge and Paducah 
United Aircraft Corp. including Pratt & Whitney 
University of California including Lawrence Radiation Laboratory at 
Berkeley and Livermore, and Los Alamos Scientific Laboratory 
University of Chicago including Metallurgical Laboratory and Argonne Na- 
tional Laboratory 
Western Electric Co. including Sandia 
Westinghouse Electric Corp. including Bettis Plant 
Sincerely yours, 
L. K. Otson, General Counsel. 


CONGRESS OF THE UNITED STATES, 
JOINT COMMITTEE ON ATOMIC ENERGY, 
May 4, 1959. 
Mr. L. K. OLson, 
General Counsel, Atomic Energy Commission, 
Washington, D.C. 


DEAR Mr. OLSON: Congressman Holifield has asked me to thank you for your 
letter to him dated April 22, 1959, listing the 14 corporations that have con- 
tributed approximately 90 percent of the inventions reported to the Atomic 
Energy Commission by contractors. 

Congressman Holifield has requested that this list be further broken down 
to indicate the number of inventions made each year by each one of these 14 
corporations. If possible, it is requested that this information be submitted 
by May 15, 1959. 

Sincerely yours, 


JAMES T. RAMEY, Hvrecutive Director. 


U.S. AToMic ENERGY COMMISSION, 
Washington, D.C., May 15, 1959. 
Mr. JAMES T. RAMEY, 
Executive Director, Joint Comimttee on Atomic Energy, 
Congress of the United States. 


Dear Mr. RAMEY: Pursuant to the request in your letter of May 4, 1959, to 
Mr. L. K. Olson, General Counsel, there is submitted herewith a table showing 
a breakdown by years of the number of invention disclosures reported each 
year to the Patent Branch, Office of General Counsel, Atomic Energy Commission 
and its predecessor, Manhattan Engineer District, for years 1943 to 1958 
inclusive as respects the 14 contractors enumerated in Mr. Olson’s letter of 
April 22, 1959, to Congressman Holifield. 

Sincerely yours, 
EDWIN E. FERGUSON, 
Acting General Counsel. 


41437—59——-3 
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Representative Hoxirrecp. In the international program, was the 
tripartite agreement with the United Kingdom and Canada a good 
arrangement for the United States? 

Mr. Oxson. I would like to ask Mr. Anderson to answer. 

Representative Hotirreip. In other words, how many patents were 
exchanged? Were any of them of basic value as compared to the 
Fermi patents ? 

Mr. Rotanp Anperson. We think the agreement was of value in 
that it gave the United States freedom of action so far as any inven- 
tions that were made and were the subject of patent applications as of 
November 15, 1955. 

The agreement put them in the ownership of the AEC where we 
would accord American industry royalty-free licenses. At the same 
time, it assured American industry as respects the inventions that were 
transferred to the British and Canadian Governments that they would 
not discriminate against American industry in the granting of licenses, 

It was recognized that their policy was to extract royalties from 
their own industry as well as foreign industry. It was recognized that 
they might extract royalties on inventions made by the United States. 
The quid pro quo was that we acquired a group of patents that we 
would not get otherwise that would subject all American industry to 
paying royalties in the United States. 

Of all the applications included in that interchange, we deem that 
there are some that will prove very valuable in several of the reactor 
programs that the Commission is now undertaking. The ultimate 
value can only be determined over a long period of time. 

The relative numbers were in the order of about 200 United King- 
dom applications in the United States, some 100 Canadian applica- 
tions in the United States, and I believe the figures shown in our report 
indicate that there were some 258 or 259 applications in Canada and 
Great Britain where the rights were exchanged and the British and 
the Canadian Governments were accorded rights to those inventions, 

Representative Hoxirtetp. In those cases where we received these 
patent rights, does our Government have free access to the patent 
rights of those two countries without royalty, or do they just have 
access by payment of royalty ? 

Mr. Rotanp ANperRSON. We have free royalty in the United States. 

Representative Horirrevp. I understand that. I am not talking 
about the United States patents. They are free, I assume, to ourselves, 
Canada, and England under this arrangement. I am asking if the 
English and Canadian patents are free to the United States? 

Mr. Ronanp Anperson. They may not be because the United King- 
dom and the Canadian Governments are charging royalties. But the 
provisions in that agreement provided for nondiscrimination against 
American industry. If they extract royalty from British industry 
they can charge royalties to American industry. However, if they 
do not charge British industry they cannot charge American in- 
dustry. 

Rerwnentive Ho.trtevp. In other words, it was an exchange on 
the basis of the two different methods used in the different countries 
and provided essentially that there would be access on the basis of 
each country by the contractors of both countries? 
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Mr. Rotanp Anperson. Yes. It also must be remembered that was 
something that grew out of a joint research and development program 
during the war. 

Representative Hontrretp. Has that continued since the war? 

Mr. Rotanp Anperson. The joint cooperative venture? 

Representative Hortrrep. Yes. 

Mr. Rotanp Anperson. It was not continued, as we pointed out, 
under the 1946 act, because there was no joint venture between 1946 
and 1954. Under the bilateral agreements it is being renewed. 

Representative Horirrerp. Could I ask you as a matter of curiosity 
if Fermi filed in the United Kingdom and Canada on his patent 
rights? 

Mr. Rotanp Anperson. Yes, sir. He filed, if I recall correctly, in 
some 26 foreign countries. Some became abandoned due to the war, 
but there are several that are still in existence in foreign countries. 

Representative Hortrrevp. Mr. Ramey ? 

Mr. Ramey. It is understood that the British have some applica- 
tions on patents on their gas-cooled reactor concept that correspond 
to our Kaiser-ACF project. Under your bilateral arrangement, will 
the United States be granted a license on all patents of this nature? 

Mr. Rotanp Anperson. Those that were on file in the United 
States as of November 15, 1955, yes. As to any that the British may 
have filed on gas-cooled reactors or any other reactors since that time, 
we have no arrangement with the British. 

Mr. Ramey. Are there any plans for any negotiations on this? The 
United States sold them a submarine and other articles of value. 

Mr. Rotanp Anperson. In connection with the United Kingdom 
military bilateral, there is a special arrangement as respects the ex- 
change under that agreement. As to whether or not we would en- 
tertain a proposal for a mutually reciprocal exchange on general 
patents in the atomic energy field and bring it up to date from No- 
vember 15, 1955, this is a matter which the Commission has under 
advisement. 

Initial steps have been taken in a preliminary way and discus- 
sions have been held and they have gone no further than just prelimi- 
nary discussions. 

Representative Horrrretp. We have had some complaints from con- 
tractors that the AEC has not taken an aggressive position in defend- 
ing patent rights of the U.S. contractors abroad. I ask you this 
question : 

Would the AEC sue a United Kingdom company in Belgium, for in- 
stance, to prevent the infringement of an AEC patent which we had 
filed on in Belgium ? 

Mr. Rotanp Anperson. At the present time we haven’t had any 
such case arise. I think before the Commission would sue there would 
have to be some determination as to the merits of the situation. 

As to whether or not the Commission would aggressively enforce 
its foreign rights, I think if it is taken in the context would we 
charge royalties of the foreigner if he charged us? Would we in- 
itiate a suit against a foreign country if an American company wanted 
us to? 

I think we can say on the one hand that the United Kingdom has 
been very successful in getting royalties from American industry and 
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foreign industry and I know of no suit by the United Kingdom Gov- 
ernment in the United States. 

I know of no suit by the Canadian Government in the United 
States. Both of them have been extracting royalties from American 
industry on foreign patents. If we were as successful as that in charg- 
ing royalties, we would not have to sue either, because they may re- 
spect your patent and pay rather than be subject to suit. 

The United States, as you know, has had the traditional policy of 
not charging royalties on patents and the Commission has pursued 
this policy on its domestic program. We have also indicated that we 
would not charge royalties of American industry on our foreign- 
owned patents. 

As Mr. Olson pointed out a moment ago, the question of whether 
we should take affirmative action in connection with charging royal- 
ties or take some other action in connection with our foreign portfolio 
is under study. 

Representative Hosmer. Is the situation with foreign patents about 
like this: Do they amount more or less to a license for an infringement 
suit ? 

Mr. Rotanp Anperson. A foreign-owned patent in the United 
States? 

tepresentative Hosmer. Take the Belgian situation that the chair- 
man was talking about. Does a patent give you much more than a 
right to sue in a Belgian court for infringement ? 

Mr. Rotanp Anperson. If I correctly understand your question, 
you question the value of a Belgian patent in Belgium to American 
industry. 

Representative Hosmer. I mean foreign patents in general. Do 
they offer the patent holder any more rights or privileges or legal 
help than an American patent does? 

Mr. Rotanp Anperson. They do in that particular country because 
you have to remember that each country is a sovereign unto itself. 
The patent is only good in the country for which it is applied for. So 
if you get a Belgian patent and you want to do business in Belgium 
it is very good to have a Belgian patent. 

I think most industry would agree that this was the situation. 
There are some who feel that probably a foreign patent is not as 
strong as an American patent because many foreign patents are not 
prosecuted the same as our U.S. patents. In other words, there is no 
examination of the application prior to the issuance of a patent. For 
example, in Belgium you file an application in Belgium and your 
patent goes to issue in 3 or 4 or 5 months without any examination. 

In France they are adopting a system whereby you certify the 
examination of the art and your belief that you are entitled to a patent. 
Consequently, the real test of a patent in a foreign situation comes in 
connection with a suit being brought for infringement. 

Representative Hosmer. As a frame of reference for evaluation, we 
ean kind of think of foreign patents in general as about the same as 
United States patents when granted ? 

Mr. Rotanp Anpverson. In certain foreign countries this is true. 

Representative Hoxirrevp. Mr. Toll. 

Mr. Toit. Mr. Anderson or Mr. Olson, as I understand the industry 
position on this foreign situation, it is that although the AEC may 
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file abroad and obtain patents, AEC will not use them aggressively, 
whereas if industry or contractors were allowed to file aboard they 
would be able to use these to negotiate contracts with foreign con- 
cerns or to enter into licensing agreements, and therefore, the United 
States industry would be in a stronger position in the international 
market than under present policy. 

Can you comment on that ? 

Mr. Rotanp Anperson. I don’t believe there is much foundation for 
a statement that American industry would be in a better position by 
virtue of one single contractor having all the rights in a foreign coun- 
try. It may be that the individual position of that one contractor 
would be stronger because he would exclude others from coming into 
the market. However, under our system, if the United States owns 
it, and we license, then we are protecting not only the individual in- 
dustrialist who would like to go into that country but we are protect- 
ing all American industry as well as the United States Government. 

Mr. Tot. This would be true of all AEC contractors generally if 
there were to be such a change in policy. They would then have this 
greater bargaining power, that is, the contractors would, abroad. 

Mr. Rotanp Anperson. A contractor would have a stronger bar- 
gaining position by virtue of the ownership of the foreign patents. 
I think that is true. 

Mr. Totz. Do you believe this would not be in the public interest 
even if noncontractors might be correspondingly weakened ? 

Mr. Rotanp Anperson. The present position is that American 
industry is building its foreign picture on its own private work. I 
think many of the Commission contractors are filing foreign appli- 
cations on their private developments and establishing their own 
position. I know of no instance that has come to my attention where 
an American contractor has been unable to negotiate a foreign com- 
mitment by virtue of not having owned foreign patents that have 
been developed by the U.S. Government. 

Representative Bares. Mr. Anderson, I have heard it said that the 
AEC does not aggressively pursue the filing of these foreign appli- 
cations. Oftentimes industry must spur them on to get these filed 
abroad. Could you tell us a little something about that, and how 
much delay is experienced in these particular cases ? 

Mr. Rotanp Anperson. I don’t feel that we have been spurred on 
by individual contractors to file. I think we have initiated a lot of 
the foreign filings on our own behalf. I think the feeling that indus- 
try has is one that says, if we privately own the rights abroad, then 
we can exclude everyone else from making this device abroad. Some 
industry will say, we want to build an exclusive position and we 
would like to negotiate an exclusive position with our foreign af- 
filiate. 

The position of the Commission has been, since these were devel- 
oped by public funds, it was preferable from a Commission stand- 
point that the Commission file abroad, the Commission own the pat- 
ents abroad, the Commission can license Mr. Contractor or anyone else. 

When they say we have not been aggressive enough, I think some 
criticism is lodged at the fact that we do not charge royalties. There- 
fore, since we don’t charge royalties, is there any way to enforce the 
patent abroad? Whether the Commission would undertake to en- 
force a patent and charge royalties is one of the things that we hope 
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to get some guidance from as a result of these hearings and the 
testimony that will be deduced at these hearings. 

Representative Bates. Can you give us any estimate of the amount 
of time that transpires upon the completion of the invention—I am 
using the language that we used in the bill—and when these things 
are actually filed abroad ? 

_Mr. Rotanp Anperson. Generally speaking, as soon as the inven- 
tion 1s reported in the United States, and we file in the United States, 
we have a year under the International Convention to file applications 
in those countries that subscribe to the International Convention. 
Consequently, we undertake all of our filings at the present time within 
a year of the filing of the U.S. application. Thereby we get the benefit 
of the International Convention filing. 

Representative Barres. When it is filed here in the United States, 


that date counts in the international consideration of who is entitled 
to the patent ? 


Mr. Rotanp Anperson. That is correct. 

Representative Barres. You don’t have any of these backlog over 
the year period ? 

Mr. Rotanp Anperson. We do not. 

Representative Bares. You don’t have any backlog ? 

Mr. Rotanp Anperson. As I understand your question, do we have 


any filings that could not be undertaken within the year of the Inter- 
national Convention ? 


Representative Bares. Yes. 

Mr. Rotanp Anperson. The answer is no. We make our filings 
at the present time under the International Convention, namely, 
within the 1-year period. 

Representative Hortrrecp. Let us proceed to this next one. We 
may not conclude the discussion of it. We will discuss it a little bit, 
and then I think I will ask you gentlemen to step aside and let Mr. 
Watson come on the stand, because he can’t be here tomorrow. He 
was supposed to come on at 3:30. We are encroaching a little on his 
time. We will start on this next one. 

Mr. Orson. Now, Mr. Chairman, a review of the 1954 act, the 
patent sections of the 1954 Atomic Energy Act contain four significant 
concepts that are at variance with the general patent system. They 
are: 

(1) No patent shall be granted on any invention or discovery to the 
extent it is useful in the utilization in an atomic weapon—section 151 
(a) and (b). 

(2) Inventions conceived under Commission contracts and other 
relationships are vested in the Commission, subject to Commission 
waiver—section 152. e hae ; 

(3) Compulsory licensing under certain limited circumstances as 
respects privately owned patents—section 153. : 

4) Prior secret knowledge or use may be a bar to patenting of 
inventions and discoveries in the atomic energy field—section 155. 

The Commission, in reviewing its policy and the present sections 
of the act recognized that a considerable number of equipment manu- 
facturers as well as the patent bar have recommended repeal of the 
entire patent section—chapter 13—of the 1954 Atomic Energy Act. 
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While this may be a desirable ultimate goal, the Commission is not 
ready to make such a recommendation at this time. 


The basis for each amendment to specific sections will now be 
discussed : 


Section 151 


The nonpatenting of atomic energy weapons as legislated by sub- 
section 151 a. and b. has been criticized primarily on the ground that 
there is no logical reason for according different treatment to atomic 
energy weapons than to nonatomic energy weapons. Regardless of 
the logic of such criticism it appears unlikely that the inventor is 
prejudiced by the denial of the patent rights with regard to atomic 
weapons. There is only one customer for atomic weapons—the U.S. 
Government. 

Although section 151 denies patent rights to the inventor, under 
section 157 he may secure an award for his weapons contribution. If 
patents were granted for inventions in atomic weapons, the inventor 
could only sue for Government use in the Court of Claims. 

Thus, in effect, the inventor, instead of suing in the first instance 
in the Court of Claims, is now authorized to proceed before the Com- 
mission’s Patent Compensation Board. 

A return to the normal patent system might mean that a weapons 
inventor would have to go to considerable expense without being able 
to secure any benefits or awards, since in the first instances a weapon 
invention would undoubtedly be secret so that no patent would issue. 
Even if the secrecy order was rescinded and the patent issued and the 
weapons inventor sued in the Court of Claims, the Court of Claims 
would dismiss the action upon the Government plea that secrecy was 
involved in the defense of the action, as the Court of Claims in the 
past has refused to consider cases where national security is pleaded 
as a defense. 

Therefore, it would appear that the provisions of section 151, when 
considered with the remedies afforded in section 157 are more equit- 
able to a weapons inventor than the so-called normal patent system. 

In the Commission’s proposed bill, several clarifying amendments 
are suggested in subsection 151 c.; first, the elimination of clauses (2) 
and (3) of subsection 151 c. since these provisions overlap the subject 
matter included in subsection 1. 

At the April 1958 patent seminar several industrial representatives 
pointed out that 90 days was too limited a period for compliance. It 
is therefore suggested that the time be extended from 90 days to 
180 days. 

Section 151 as presently written does not impose any restriction as 
to the use the Commission may make of the reports submitted under 
section 151. Even though the Commission has considered and con- 
tinues to consider these reports as “business confidential,” proposed 
paragraph “e” would give statutory approval to the existing practice. 
It might be noted that the form proposed for subsection “8” follows 
closely the language of title 35 United States Code, section 199, which 
governs the treatment of patent applications by the U.S. Patent Office. 

Representative Houiriep. I think we will stop right there. We 
have some questions there from Senator Anderson. T might ask this 
question while we are waiting. 
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Do you consider that the section 152 is at variance with the general 
patent system ? 

Mr. Oxson. Section 152? 

Representative Houirretp. Yes. 

Mr. Orson. I think you mean section 151 with respect to weapons. 

Representative Hortrretp. Yes, I mean 151. 

Mr. Otson. It is at variance in that it does not permit a patent. 
I must say I don’t see under the circumstances where the inventor is 
prejudiced where he has the award alternative and when we are talk- 
ing about atomic weapons I would think that the Government would 
be the only customer as we have pointed out in our statement. 

I see very little need for licensing in that area. As a matter of 
fact, as I tried to point out in the statement, I think that the inventor 
is given an advantage by this system. 

Representative Hotrrretp. Senator Anderson is here now. 

Chairman ANperson. I did want to ask you about this bottom para- 
graph on page 13. 

Even though the Commission has considered and continues to consider these 
reports as “business confidential,” proposed paragraph “e” would give statutory 
approval to the existing practice. 

Does that mean confidential as against the Joint Committee ? 

Mr. Rotanp Anperson. No, sir. 

Chairman ANnperson. You know we have had some experience on 
this. We had a little material that was submitted in advance, if you 
have with you the Joint Committee print, “Selected Material on 
Atomic Energy Patents,” you will see on page 126 where the Patent 
Office wrote to Mr. Diamond, the Associate General Counsel of the 
AEC, talking about the fact that a request by the Joint Congressional 
Committee for access of copies of patent applications and statements 
transmitted to the Atomic Energy Commission— 
in our present view if such a request were made to the Patent Office the recom- 
mendation would be that it be denied. 

Then Mr. Durham sent a letter to Mr. Watson pointing out that 
there were certain requirements in the Atomic Energy law that we 
be kept informed. 

Then, as you will see on page 128, letters came back still saying 
that the Joint Committee should not have any access to these things. 

Mr. Otson. Senator Anderson, we were genuinely concerned about 
what we were entitled to do there, but you will note in the language 
we are proposing in the amendment we expressly take care of that 

oint. 

" Chairman Anprerson. How do you take care of it? That is my 
question. So that the committee can have access to these things? 

Mr. Otson. By providing that no information concerning the same 
given without authority of the inventor or owner unless necessary to 
carry out the provisions of any act of Congress. I thought 202 would 
be embraced by that, sir. 

Chairman Anperson. We are trying to get a legislative history. 
Is it to be regarded that it is embraced ? 

Mr. Otson. That is our intention, sir. 

Mr. Totu. This is the same language as in the Patent Office Act and 
they interpret it the other way. 
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Mr. Oxson. Mr. Toll, we feel that being in our act it will have a 
little different interpretation. 

Chairman Ans rson. You point out that the form proposed for 
subsection “e” follows closely the language of title 35 United States 
Code, nai 129, which governs the treatment of patent applications 
by the U.S. Patent Office. 

It is that very application that made them come right back and 
say that they would not give us the information. 

Mr. Otson. Our intention was that in putting it in our act, sir, along 
with section 202 which is in this same act, it would permit us to trans- 
mit such information to this committee. 

Chairman ANpDERsoN. Supposing the Patent Office says, “we don’t 
interpret it that way.” Then we have to wait and come back 2 more 
years and try again. 

Mr. Orson. We have established the precedent by already trans- 
mitting such information. We are stating of record that it is our 
intent that this should permit us to continue to do that. If stronger 
language is required we would be glad to collaborate in preparing it. 

Chairman Anperson. I think there is such a thing as legislative 
history. I would believe that this discussion would be helpful in 
establishing the purpose of permitting us to have access to these plans. 
Do you not think so, Mr. Toll? 

Mr. Tout. Yes. 

Chairman Anperson. You are satisfied, Mr. Olson, that this is 
strong enough ? 

Mr. Otson. Yes, sir. 


Chairman Anperson. I would like to elaborate a little bit on that. 

In section 202 there is an admonition that the Commission shall 
keep the Joint Committee fully and currently informed with respect 
to all the Commission’s activities. The Department of Defense shall 
keep the Joint Committee fully and currently informed with respect 
to all matters within the Department of Defense relating to develo 
ment, utilization, and application of atomicenergy. There is a speci 
obligation placed upon the Commission and the Department of De- 
fense in the field of keeping us currently informed. 

Now I read the following sentence: 


Any Government agency— 


and I would assume that this would apply to the Patent Office as well 
as the Department of Commerce— 


shall furnish any information requested by the Joint Committee with respect to 
the activities or responsibilities of that agency in the field of atomic energy. 

T ask you if this is the language that you are relying on ito give you 
the permission to modify the provisions of this section “e” which you 
suggest, which says that the reports that are filed pursuant to subsec- 
tion c of this section and applications to which access is provided under 
subsection d of this section shall be kept in confidence by the Com- 
mission. 

Your thought on that in the following language in that paragraph 
is that there is a compelling obligation on the } part of the basic Atomic 
Energy Act which overrides the keeping of confidence by the Com- 
mission with the Patent Office and which makes it obligatory that 
material given to you by the Patent Office is automatically made trans- 









































ATOMIC ENERGY PATENTS 37 


ferable to this committee not only under the basic act which requires 
you to keep us fully informed on these subjects, but also on the lan- 
guage which I just read to you which refers to any Government 
agency. 

Mr. Otson. Sir, it is my opinion that this proposed amendment will 
take care of the situation. It was certainly our intention. By bring- 
ing the language that had troubled us before into our own act we feel 
that supervenes the problem that we had prior to this language being 
inserted. 

Chairman Anperson. You do not interpret the phrase “shall be 
kept in confidence by the Commission” as overriding your duty under 
the act to keep the Joint Committee currently informed ? 

Mr. Oxson. I am afraid I don’t understand your question, sir. 

Chairman Anperson. Do you or do you not believe that the basic 
Atomic Energy Act provisions that I have read, section 202, obligate 
you to give to this Joint Committee information on atomic energy mat- 
ters which you have obtained in confidence from the Patent Office? 

Mr. Otson. We feel that it does. We had some trouble about the 
problem of our being the intermediary initially. It was our intent 
that this would take care of that problem. 

Chairman Anperson. The reason I am specifically bringing this 
out is that we intend to question Mr. Watson on this also because if 
it is necessary for us to write something in regard to the Patent Office 
by statute we will write it in. 

Mr. Ramey. One reason further we were interested in going into 
this was that there is a Commission regulation, as you know, on access 
to information relating to license applications other than the patent 
field where business confidential information would not be made avail- 
able by the Commission to any congressional committee. The ques- 
tion then arose—this was a couple of year ago—whether or not that 
excluded the Joint Committee. 

The then General Counsel finally held that it did exclude the Joint 
Committee. The Joint Committee never agreed to that. 

Mr. Ouson. I am afraid I am not prepared to give an authoritative 
comment on that. I am troubled about our getting business confiden- 
tial information from licensees. It is a dissemination of that infor- 
mation, and I think if we are to disseminate it even to this Joint Com- 
mittee that we probably should make it clear to the people who sub- 
mit it, that it is going to be extended to the Joint Committee. 

But I have not given any thought to that problem since you and I 
last talked about it. That is the point that bothers me. If it is going 
to be passed on, even to the Joint Committee, I think our regulations 
should make that clear in some fashion. 

Mr. Ramey. We feel also that it should be made clear in the 
regulation. 

Chairman Anprerson. We felt that we would not take advantage of 
confidential information, or make public that information. In other 
words, we should carry forward such a confidence as might be held 
by the Commission, insofar as violating any of the general ethical 
business practices concerned. 

Mr. Orson. My only point is that whoever submitted that informa- 
tion should be made aware that it would be extended. In that sense, 
I think some steps should be taken to let industry know exactly what 
was meant by business confidential. 
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Chairman Anprerson. We have maintained the confidence. The 
staff calls to my attention that we do have confidential trade informa- 
tion which do keep in confidence from different contractors as well 
as from the Atomic Energy Commission. It also includes informa- 
tion from the Patent Office which we have respected. 

Senator Gorr. Mr. Chairman, I welcome the recommendation of 
the Commission that the period of compulsory licensing be extended 
for 5 years. I wish to call to your attention that except for a fight 
which I helped wage in the Senate in 1954, the Patent Office would 
have been open to private patents immediately. ‘The Commission 
has changed its position, and I welcome the change. 

Perhaps you will recall that in 1954 the Commission recommended 
among other things—and so did the Joint Committee—that patents 
on atomic energy matters be obtainable almost immediately. One of 
the amendments adopted in the Senate after a 13-day-and-night 
fight was to fix a 5-year period for compulsory licensing. The Com- 
mission has now recommended an additional 5-year period, and no 13- 
day-and-night fight will be required to grant their request. 

Representative Hoxrrretp. I congratulate the Senator on offering 
the amendment. I might say, as I recall, I had less success in the 
House when I offered the extension amendment there. I am mighty 
glad that we had success in the Senate. It was later accepted in the 
House. 

Gentlemen, we will come back to this section tomorrow. We thank 
you very much for your valuable testimony. We will excuse you at 
this time and we will ask Mr. Watson, Commissioner of the Patent 
Office, to please come forward. 

Mr. Watson, we are glad to have you before us today, sir. 


Will you introduce your associates to the committee and the 
reporter. 


STATEMENT OF ROBERT WATSON, U.S. COMMISSIONER OF PATENTS; 
ACCOMPANIED BY ARTHUR W. CROCKER, FIRST ASSISTANT 
COMMISSIONER OF PATENTS; SAM BOYD, CHIEF OF DIVISION 10 
OF U.S. PATENT OFFICE, AND PATENT OFFICE SECURITY 
OFFICER; ROGER L. CAMPBELL, ACTING CHIEF OF DIVISION 46, 
U.S. PATENT OFFICE; AND KENNETH McCLURE, LEGAL STAFF OF 
THE DEPARTMENT 0F COMMERCE 


Mr. Watson. My associates, Mr. Chairman, are Mr. Arthur W. 
Crocker, First Assistant Commissioner of Patents; Mr. Sam Boyd, 
Chief of Division 10 of the U.S. Patent Office, and the Patent Office 
Security Officer; Mr. Roger L. Campbell, Acting Chief of Division 
46, another Security Division of the Patent Office; and Mr. Kenneth 
McClure, of the staff of the Department of Commerce. He is of the 
legal staff. 

Representative Hortrreip. You may proceed. 

Mr. Warson. I believe, Mr. Chairman, that copies of a statement 
which has been prepared in the Patent Office have been distributed, 
and I have one here which I offer for the record. 

Representative Hotrrretp. Very well, sir. 

Mr. Watson. With your permission I will read it. 
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Representative Horirrerp. You may proceed, please. 

Mr. Watson. This statement is limited to the bill proposed by the 
Atomic Energy Commission. 

Prior to the submission of the draft bill to the Joint Committee, 
it was referred by the Bureau of the Budget to the Department of 
Commerce for its comments. The Secretary of Commerce replied 
that the Department interposed no objection to the proposed 
legislation. 

The draft bill proposes changes in various sections of the chapter 
of the Atomic Energy Act of 1954 which deals with patents, and this 
statement will briefly comment on those portions of the chapter which 
affect the Patent Office. 

Section 15la of the Atomic Energy Act excludes certain subject 
matter from patenting, namely: 
any invention or discovery which is useful solely in the utilization of special 
nuclear material or atomic energy in an atomic weapon. 

If an application for patent in the excluded field is filed, the Patent 
Office must necessarily refuse a patent. Questions of interpretation 
occasionally arise in view of the presence in the section of the word 
“solely,” but the Patent Office generally takes the position that a 
weapon utilizing special nuclear material or atomic energy is barred 
by the act regardless of whether or not some nonmilitary utilization 
may be urged for the “weapon.” No change in this paragraph is pro- 
posed by the draft bill. 

Section 151d requires the Commissioner of Patents to notify the 
Atomic Energy Commission of all applications for patents disclos- 
ing inventions set forth in section 151c. The Patent Office complies 
with the requirement by periodically forwarding to the Commission 
lists of applications in the designated field which have been filed or 
discovered since the preceding report, and these applications are 
made available to the Commission as required by the act. A broad 
interpretation of the type of application reported is used since the 
purposes of reporting are not necessarily the same as the purpose of 
requiring statements under section 152. No change is proposed in 
this paragraph. 

The draft bill simplifies the definition of the designated field, in 
paragraph c, by eliminating overlapping groups, and is not taken as 
either enlarging or restricting it. The remaining changes in section 
151 do not affect the Patent Office. 

The draft bill proposes a number of changes in section 152 which 
deals with inventions conceived during Commission contracts, et 
cetera. The first sentence of this section, defining the rights of the 
Commission, does not, of course, concern the Patent Office, but the 
remainder of the section relates to matters which are in part admin- 
istered by the Patent Office. The procedural steps called for may 
be analyzed as follows: 

1. The applicant for a patent for an invention in the atomic energy 
field must file a certain statement under oath, either with the applica- 
tion or within 30 days after request therefor by the Commissioner of 
Patents. The statement under oath must give certain facts and must 
also specify whether the invention was made or conceived in the 
coures of, in connection with, or under the terms of any contract, 
et cetera, with the Commission. 
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2. If the statement under oath referred to under 1 is not filed, 
within the time specified, no patent shall issue. It should be noted 
that if the Commissioner of Patents calls for the affidavit and it is not 
filed within the 30 days, a patent is barred. 

3. After the statement is filed, the Commissioner of Patents for- 
wards copies of the application and the statement to the Commission. 

4. The Commission has 90 days after receipt of the copies men- 
tioned under 3 within which to direct the Commissioner of Patents 
to issue the patent—if the invention is otherwise patentable—to the 
Commission. 

5. If the Commission fails to file the direction within the 90 days, 
the Commissioner of Patents may proceed with the application and 
issue the patent to the applicant—if the invention is otherwise 
patentable. 

6. If the Commission files the direction referred to, the applicant 
is to be notified. If the applicant’s statement claims, and the appli- 
cant still believes that the invention was not made or conceived in the 
course of any contract, et cetera, entitling the Commission to take title 
to the application or patent, he may, within 30 days after notification 
of the filing of the direction, request a hearing. 

7. The hearing is before the Board of Patent Interferences in the 
Patent Office, which is given the authority to hear and determine 
whether the Commission was entitled to the direction filed with the 
Commissioner of Patents. The rules and procedure established for 
interference cases are to be followed, and either party may appeal to 
the Court of Customs and Patent Appeals. 

With respect to the first step, the language of the second sentence 
of section 152 permits the applicant—applicant is understood in the 
sense of the patent law as the applicant for patent—to either file the 
statement when he files the application, or to wait until he is required 
to file the statement by the Commissioner of Patents. 

In the administration of this part, the requirement for the state- 
ments is not made until it has been determined that patentable sub- 
ject matter is present and the application has approached the stage 
when the patent will be allowed. This eliminates questions arisin 
with respect to subject matter on which no patent will be issued at all. 
The statement must be filed within 30 days from the request for it and 
the statute does not provide for extensions. 

In practice, the applicant is first notified that a statement will be 
required, thus giving him ample time to prepare the same. Then, nor- 
mally about 45 to 60 days after the warning notice the specific request 
for the statement may be made, unless the applicant has already filed 
it or requests more time. 

In this manner unexpected situations or inability to obtain a state- 
ment in time are taken care of. There have been only several in- 
stances of applicants failing to file a statement after the request, or 
filing a wholly inadequate statement. Since the statute provides that 
the statement is to be filed after request for the same, there is a small 
amount of discretion and statements are not requested in those cases 
which are already owned by the Commission. 

The draft bill inserts a clause providing for not calling for the 
statement when the Commission advises the Commissioner of Patents 
that its rights have been determined and no statement is necessary. 
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With respect to item 3 of the above steps, after the statement has 
been filed, the Commissioner of Patents forwards copies of the appli- 
cation and the statement to the Atomic Energy Commission. ‘The 
draft bill revises the language to indicate that this is done when the 
application is otherwise in condition for allowance, which is the 
practice now followed. 

After this third step, the Commission has 90 days within which to 
direct the Commissioner of Patents to issue the patent to the Com- 
mission. There have been, as indicated on page 108 of the Joint Com- 
mittee print, five directives filed by the Commission. 

Within 30 days after being notified of the directive by the Com- 
mission, the applicant may request a hearing. This hearing is be- 
fore the Board of Patent Interferences in the Patent Office. There 
have been a total of four requests for hearings. 

The draft bill proposes to change the forum of first instance from 
the Board of Patent Interferences to the United States District Court 
for the District of Columbia. 

While the Patent Office raises no objection to this change, it may 
be pointed out that the administrative hearing has some advantages. 
As has been noted, four hearings have been requested; three of these 
cases were settled before testimony and decision, and the fourth has 
just been instituted. 

The procedure in these cases is relatively simple. The proceeding 
is opened or instituted by a notice forwarded by the Patent Office 
to the applicant and the Commission. The applicant is regarded as 
the petitioner, with the burden of going forward with the evidence, 
and the Atomic Energy Commission as the pet rar ow 

The notice calls attention to the rules relating to the taking of 
testimony and filing records and briefs, and sets times for taking 
testimony and final hearing. 

Sixty days is allowed the parties to give consideration to the pres- 
entation of their cases, and then the times for taking testimony begin. 
The schedule of times fixed would bring the case to a close in about 
7 or 8 months, if the parties did not ask for extensions. The parties 
may bring motions during the initial 60-day period, but there is no 
room for the same type of motions that sometimes complicate patent 
interference proceedings. The members of the Board of Patent Inter- 
ferences are lawyers as well as as being technically trained and have 
had experience in considering evidence and determining disputes be- 
tween rival inventors. 

Section 153 of the act deals with compulsory licenses and the draft 
bill proposes to change the expiration date in one h from 1959 
to 1964. The Patent Office performs no functions under this section. 
As has been stated, the Department of Commerce has indicated that 
it interposes no objection to the extension. 

The draft bill also proposes to amend section 155 by clarifying lan- 
guage. In the view of the Patent Office the amendment merely recites 
the meaning which the section already is considered to have. 

In conclusion, it is stated that the Patent Office interposes no ob- 
jection to the draft bill. 

In this summary it may be said that the principal effect which the 
enactment of that proposed bill into law would have on the Patent 
Office would be to remove from the Patent Office to the district court 
of the United States the decision which the Patent Office now makes 
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in the event of a controversy between the applicant for patent and the 
Atomic Energy Commission. 

Representative Horirrecp. Senator Anderson. 

Chairman Anperson. I want to get back to the question I raised a 
moment ago, Mr. Watson. I guess you heard the question I directed 
a minute ago. If the Joint Committee requests access to patent ap- 

lications in your office in order to obtain information to consider leg- 
islation relating to atomic energy patents, if this bill is passed, can 
you deny access to the Joint Committee ? 

Mr. Watson. That is our custom and we believe it to be a correct 
one. 

Chairman Anperson. You believe it to be what ? 

Mr. Watson. We believe it to be correct in that we have authority 
to divulge the contents of patent applications to the Atomic Energy 
Commission, but to no one else. 

Chairman Anperson. To the Atomic Energy Commission and no 
one else. Section 202 in chapter 17 of the Atomic Energy Act reads: 


Any Government agency shall furnish any information requested by the 


Joint Committee with respect to activities or responsibilities of that agency in the 
field of Atomic Energy. 


That became law in 1954, and that law was passed after the statute 
on which you rely. 


Would you think that that action in any way was a repealer of the 
statute on which you rely ¢ 

Mr. Watson. We do. 

Chairman Anprerson. How could we get it so you would understand 
what the Congress meant? Would we have to put in there that you 
shall be required to furnish this access? It says any Government 
agency. The Patent Office is a Government agency, is it not? 

Mr. Watson. It certainly is. 

Chairman Anperson. You recognize the Joint Committee requested 
the information, don’t you ? 

Mr. Watson. Yes. 

Chairman Anperson. We made a request with reference to the ac- 
tivities and responsibilities of your agency in the field of atomic 
energy, did we not ? 

Mr. Watson. Yes. 

Chairman Anperson. And you declined it on a law passed ahead 
of the time that the law I referred to was passed. Now why? 

Mr. Watson. Do you understand that all applications submitted 
to the United States Patent Office are preserved in confidence and 
maintained in secrecy, except in our view the right of the Patent Office 


to disclose to the Defense agencies and the Atomic Energy Commis- 
sion. 


Chairman ANnperson. Does it say that? 
Applications for patents— 
Iam reading from the law you depend on— 


shall be kept in confidence by the Patent Office and no information concerning 
the same given without authority of the applicant or owner unless necessary to 
carry out the provisions of any act of Congress. 


Where do you get just the Defense Establishment? The 1954 act 
was enacted by Congress, wasn’t it? 
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Mr. Watson. Yes. 
Chairman Anverson. Isn’t that covered under this section pretty 
clearly then ? 

Mr. Watson. There is a distinction between our activity and the 
property rights of others disclosed in patent applications. 

Chairman Anperson. Would you tell me how that relates to the lan- 
guage I just read you? 

Mr. Watson. Sir? 

Chairman ANpgrson. Would you tell me how that relates to the 
language I just read you? If the language says that you have to keep 
it confidential unless necessary to carry out the provisions of any act 
of Congress, and an act of Congress came along after this was passed 
and required you to give the Joint Committee information, what does 
this recent statement of yours mean in connection with it? Does it 
mean anything ? 

Mr. Crocker. Could I speak to that question, sir? 

Chairman Anperson. Anybody who wants to. 

Mr. Crocker. We have supplied the Joint Committee with informa- 
tion in regard to the activity, but not with regard to specific informa- 
tion concerning particular applications. I think that is where we at- 
— to draw the line. 

Chairman Anperson. How would we know whether to extend the 
patent law 5 years, or 1 year, or not extend it at all, unless we found 
out the sort of things that the Atomic Energy Commission has been 
handling through your office? They send us up a bill and say, give us 
5 more years. Are we supposed to hold our nose and pass it without 
going to see what has been going on, in your estimation ? 

Mr. Crocker. We did supply to this committee directly charts and 
other statistical information indicating the activity of the office. That 
is what your later act requires us to do. 

Representative Ho.trietp. That is what the act required? 

Mr. Crocker. The Atomic Energy Act says that any Government 
agency shall furnish any information requested by the Joint Com- 
mittee with respect to the activities. 

Chairman Anperson. Didn’t we asked with reference to the activi- 
ties and didn’t you decline to give it to us? 

Mr. Crocker. You got it. 

Chairman Anperson. We did ask, did we not ? 

Mr. Crocker. You got it through the Atomic Energy Commission. 

Chairman Anperson. Yes, but we did not get it hsénien of any 
compliance with the law on your part. Mr. Durham sent you a nice 
courteous letter and asked for this information and quoted the law 
to you and said the cooperation of the Patent Office 1s appreciated. 
The Patent Office bluntly told him where he could go, did they not? 

Mr. Crocker. We said we would be happy to comply with our 
statutory authority. 

Chairman Anperson. You said you would be happy not to give it 
to him. 

Mr. Crocker. To submit this information to the Atomic Energy 
Commission. 

Mr. Anperson. The law doesn’t say anything about the Atomic 
Energy Commission in this, does it ¢ 
Mr. Crocker. No. 
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Chairman Anprerson. Why get on the Atomic Energy Commission ? 
We are dealing with what the law says about the Joint Committee. 

Mr. Crocker. You construe the activities to mean the processing of 
applications before the office. 

Chairman Anperson. Is that not part of your activities? 

Mr. Crocker. It is. That is the distinction that we made. 

Chairman Anprerson. What is that ? 

Mr. Ramey. I think the Atomic Energy Commission, in its 
construction of this language, certainly construes activities to include 
matters such as patent applications or other things of this variety, 
since they did make information of this general type available to the 
committee. 

Mr. Watson. We would never construe a patent application as an 
activity. We would say that the processing of that application is 
activity. 

Chairman Anperson. Don’t you get any money for processing ap- 
plications from the Congress ? 

Mr. Warrson. Yes. 

Chairman Anpverson. That is not an activity ? 

Mr. Watson. Processing an application is an activity. 

Chairman Anperson. That is what we asked you about. 

Mr. Watson. But the application itself is not an activity. The 
application is the inventor’s concept disclosed in writing and in draw- 
ings and in claims. It is not an activity. It is his submission. The 
activity follows the filing of the application and the activity is the act 
of the Patent Office in processing that case. We do not mind giving 
you information as to the number of applications which we have, and 
categories. We do not mind giving you all the information which 
relates to our own activities. But we had certainly never construed 
the content of an application to be an activity. 

Chairman Anperson. Isn’t it amazing that the Atomic Energy 
Commission, which has all sorts of requirements for secrecy put upon 
it communicates to this committee material about weapons, the de- 
sign of weapons, stockpiles, everything of that nature, and doesn’t 
worry too much about it? But the Patent Office feels that the Re- 
public will fall if it happens to let us know something about it. 

The CIA comes in and tells us everything that happens in Russia 
or all over the world. 

The Patent Office says, “Take a chance on it if you want to, but 
we are not going to tell them anything.” I don’t understand your 
attitude. What are you worried about? That we are going to rush 
right out and manufacture this ourselves? 

‘Mr. Warson. No. I would say this: The fact that we decline to 
transmit this information to you is certainly no reflection upon your 
patriotism or your right to know the secrets of the country. 

Chairman Anperson. Not our patriotism but it is upon our judg- 
ment or something. You just say these are matches you can’t play 
with. You can go out and get a bomb, but don’t get hold of one of 
these pieces of papers that is an application for a patent that leads 
up to the development of that bomb. It is not just activities. It is 
activities and responsibilities. he 

I am just trying to find out from you what we have to write in the 
law so that this committee can discharge its responsibilities by trying 
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to protect these people who are seeking patents. Are we going to 
have to put the words “information, contents of applications,” and 
how many morethings? We have to put that in? 

Mr. Watson. That would make it very clear to us. 

Chairman ANprerson. You need that much in order to do it? 

Mr. Crocker. We have express statutory authority to make that 
disclosure to AEC. We do not have express statutory authority to 
divulge to others. 

Chairman Anperson. You think it is better to do it the roundabout 
way than directly ? 

Mr. Crocker. It seemed to be the solution at the time. 

Representative Hottrretp. Could I ask you at this time if you dis- 
cussed this with the Secretary of the Department of Commerce and 
were given this advice by the Secretary of Commerce, or was this ar- 
rived at in your own agency ? 

Mr. Watson. Mr. Chairman, it was a decision of the Patent Office 
and not the decision of the Secretary of Commerce, as I understand it. 

Representative Houtrretp. Was the Secretary of Commerce one who 
advised you on the matter. 

Mr. Watson. I was out of the country at the time. 

Mr. Crocker. He was not. 

Representative Hoxirre.p. It has not been discussed ? 

Mr. Watson. It has not been discussed at the Department level. 

Representative Hosmer. I just want to say with complete respect 
and affection for my colleagues that I happen to agree with the Com- 
missioner’s interpretation of this language and his explanation of it, 
and the fact that there would have to be additional authority if it is 
information to come directly to the committee from the Patent Office. 
I am also inclined to believe under the circumstances that it is prob- 
ably best that it come via the AEC rather than direct from the Patent 
Office because we veer into violation of the general philosophy of 
patents. 

Mr. Crocker. I would like to point out at this time that we did 
supply the charts and statistical information directly to this com- 
mittee. We regard that as the activities of the Patent Office as dis- 
tinguished from particular disclosures in applications. 

Chairman Anperson. I hope I get a chance sometime to find a 
moment to review the legislative history of the act of 1954. We 
spent, as I pointed out one time, a solid day on a single word. We 
tried hard to make sure that we had the cooperation of the agencies. 
It may be that you interpreted it correctly. 

I am trying to find out what we have to put in it this time to get 
the information necessary to permit us to protect people who apply 
for patents; that is all. 

Representative Horirtetp. I would like to comment, too, and say 
that in section 202 of the Atomic Energy Act of 1954 it states: 

The Commission shall keep the Joint Committee fully and currently informed 
with respect to all of the Commission’s activities. 

That word “activities” there has quite a legislative history to the 
members of this committee. It has been thoroughly explored on the 
floor of the House and the Senate at the time of the passage of the act 
as to what this meant. It was given a very broad interpretation. 
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Naturally in using that word, we carry it forward where we say any 
Government agency shall furnish any information requested by the 
Joint Committee with respect to the activities or responsibilities of 
that agency in the field of atomic energy. The activities and the re- 
sponsibilities of that agency in the field as far as our legislative un- 
derstanding of the word “activity” is concerned is broad enough to 
take into consideration—and I believe the legislative history will up- 
hold this—but if it is necessary to write it clearer, I suppose we can 
do that. 

Mr. Warson. I think, Mr. Chairman, that we can suggest two or 
three words which would ease the situation so far as we are concerned. 

Indeed it may be that we are a little overcautious. 

Chairman Anpverson. You did read the legislative history of sec- 
tion 202 before you interpreted it, did you not? 

You had your counsel do that, I am sure, did you not? 

Mr. Crocker. No, we did not. 

Chairman Anperson. Why not? How do you interpret laws with- 
out looking up the legislative history ? 

Mr. Crocker. We think that the term “activities” goes to the pro- 
cedure in the office and what we do with applications in general and 
not to the disclosure. 

Chairman Anperson. This is part of a particular law and both 
Congressman Cole and Senator Hickenlooper—unless my memory is 
playing me awful tricks—were very fluent with what the word “activ- 
ities” meant, so that we would be able to get all of the activities of 
the Atomic Energy Commission, and so forth. 

For example, they did not mean that when the Commission was 
looking at the detailed design of a bomb that all the Commission 
could tell the Joint Committee was that they had a drawing, but they 
couldn’t show it to them. 

Mr. Crocker. I don’t recall there was any mention of access to 
pending applications. 

Chairman ANpbErRsOoN. I don’t either, but there was a lot of talk about 
the meaning of the word “activities.” That was available to you 
people as well. 

Representative Horirretp. Do you believe that the words “activi- 
ties or responsibilities of that Agency in the field of atomic energy,” 
that the responsibilities broaden the meaning at all? 

Mr. Warson. I would not think so. I really wouldn’t. We in the 
Patent Office receive these applications and we process them. By 
negotiation with the inventor a patent is either allowed or it is finally 
rejected. 

That is our activity. But the content of the paper which the in- 
ventor submits, his application, is not an activity in itself. 

Representative Horrrretp. What is your responsibility ? 

Mr. Watson. Our responsibility is to comply with the statutes, 
examine the application with the greatest care and be sure that only 
a valid patent issues. That is our responsibility. That is action. 

Representative Horrrrerp. Isn’t your responsibility also to look 
this application over and evaluate it, and so forth? 

Mr. Watson. Definitely. 

Representative Hottrrevp. That is part of your responsibilities? 

Mr. Watson. Definitely. The evaluation of a patent application 
is what keeps us busy. 
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Representative Hotirretp. But you feel you have no responsibility 
or no obligation under the act to furnish us information regarding 
those responsibilities ? 

Mr. Watson. We will willingly tell you what our responsibilities 
are and if there is time enough I will tell them to you in the greatest 
detail. Those are the responsibilities. 

Chairman Anprrson. I am sure that our correspondence with you 
would lead us to believe that. Would the matter be cleared up if sec- 
tion 151d was amended to read: 

The Commissioner of Patents shall notify the Commission of all applications 


for patents heretofore or hereafter filed which in his opinion disclose inventions 
or discoveries required to be reported under section 15lc, and shall provide— 


and insert the words “Joint Committee on Atomic Energy”— 
and the Commission access to all such applications. 


You say it applies to the Commission now. 

Mr. Watson. The word “access.” 

Mr. Crocker. You notice that word “access” there in connection 
with the Commission. That same term could be well used in connec- 
tion with the Joint Committee. 

Chairman Anperson. I am only trying to say that I believe we 
measured up to our responsibilities. You declined to give it to us. 
The Commission furnished it tous. We have not broadcast this mate- 
rial. This has been kept in complete confidence. 

I don’t know what you are worried about. I really don’t. This is 
not a committee that I think has been noted to be blabbermouths. 
Quite the reverse. It is hard to understand. 


Congressman Cole was talking to the then chairman of the Atomic 
Energy Commission, and he said: 


I want to ask you with reference to a subsection of a section of existing law. 
He read the one about the committee: 


“The Atomic Energy Commission shall keep the Joint Committee fully and 
currently informed with respect to the Commission’s activities.” 

My interpretation of that sentence and the responsibility imposed on the 
Commission is all-inclusive with respect to the Commission’s activities, with the 
possible exception of those areas where the Commission’s activities may be re- 
lated or connected in some way with national defense war plans. In all lesser 
areas it is my view that is a statutory obligation of the Commission, to keep 
this committee informed of all these activities. 


Mr. Strauss said: 


That is the view of the witness, and in any respect in which I have failed to 
do that it would be dereliction. 


Now Mr. Strauss is Secretary of Commerce, and this Department is 
under him; is it not ? 

You would expect him to take the same broad point of view over 
there; would you not ? 

Senator Hickenlooper took a broader view: 


Senator HICKENLOOPER. Mr. Chairman— 
Cole was chairman— 


just to keep the record clear here I want to respectfully, and in a most friendly 
manner, disagree with one statement that the chairman made indicating that 
he thought perhaps the Commission’s activities in connection with war plans 
might be excluded from the information which we expect under the law. I dis- 
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agree with that. I think if, as, and when the Commission has anything to do 
with war plans or anything else in its official activities, that law is sufficiently 
broad to give immediate and full access to the Joint Committee and require the 
Commission to keep the Joint Committee currently and fully informed, provid- 
ing their activities in connection with war plans which we are talking about 
right now come up in connection with their official duties. 

He did not restrict it at all. 

Representative Hoxtrretp. May I read something to supplement 
what the Senator has said. In the report accompanying the Atomic 
Energy Act of 1954, Senate bill 3690, Mr. Hickenlooper, presenting 
that report to the Senate—and I call to your attention it is Report No. 
1699, on the legislative day of June 22, 1954, has this to say regarding 
section 202 that we have read to you: 

It is the intent of Congress that the Joint Committee be informed while mat- 
ters are pending, rather than after action has been taken. All Government agen- 
cies are required, and I want to call to your attention the word “all,” to furnish 
any information relating to atomic energy requested by the Joint Committee. 

That is some of the legislative history. 

Chairman ANpErson. It is quite obvious to me that we are going to 
have to try to get at this by rewriting the law. We thought it was 
evident, Mr. Cole thought it was apparent, Mr. Hickenlooper thought it 
was perfectly plain; you people don’t. We will try it again. We 
will try to get it in language this time that even the Patent Office will 
be able to understand. 

Representative Horrrrevp. Mr. Watson, you have suggested that 
you havesome language. Will you give us the language? 

Mr. Watson. The word “access” means a lot to us in the Patent 
Office. We have this situation: Every day persons who are not en- 
titled to information about the inventions submitted to us by others 
somehow get wind of them and write to secure information about the 
contents of those applications. 

We safeguard the rights of those who submit the applications to us 
by requiring that strangers obtain permission from the inventor, or 
the attorney for the inventor, before we give any information as to 
the content of the file, or even other information. 

The word “access” is a word of art in the Patent Office. The word 
“activities” is a much broader word. It relates to the whole examin- 
ing operation. The word “responsibilities” to us means our statutory 
duties in the performance of the examination of patent applications. 

But “access” is a word of art peculiar to us, and we attach the great- 
est importance to it. If that word were in there we would have no 
doubt. Without it we are in some doubt. 

Chairman Anperson. May I read you again from Senator Hicken- 
looper. This is the legislative history that your office could easily 
have found or could have asked us for and we would have been glad 
to supply: 

* * * has the right according to the language of the statute, to the facilities, 


Services, information, and personnel of the departments and agencies of the 
Government, and that means all of them. 

The committee is not set up as a standing committee of the Senate or of the 
House. It is not a standing committee of either House. It is a committee created 
by the National Legislature of Congress. It is a committee created and estab- 
lished by law with its rights defined by law. 

Under a strict interpretation of the law which established the Atomic 
Energy Commission, while I doubt if we would have any occasion to go this far, 
yet if we should say to the Attorney General, detail X number of people on 
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the staff of the FBI and have this matter investigated, I think under the law 
he would have to do it. 


If we determined, for instance, that the Department of Defense should per- 
form certain acts in the interests of the furtherance of the atomic energy 
program, I think a strict interpretation of the law would require the Depart- 
ment of Defense to take our orders on that score, provided it went to the 
development of the atomic energy program. The committee has unique power. 


Let me go back and tell you what Mr. Hickenlooper said: 


* * * has a right to the facilities, services, information, and personnel of your 
Government agency. 

That is part of the legislative history. If you add facilities, services, 
information, and personnel to activities and responsibilities, does that 
come pretty close to covering the waterfront? You people looked 
at that and said you can’t do it. You have to go around Robin 
Hood’s barn and get it through the Atomic Energy Commission. 

Mr. Watson. We are still not dead down here, I am happy to say 
although that last shot was devastating. 

Chairman Anperson. “A man convinced against his will is of the 
same opinion still.” 

Mr. Watson. If we could put a couple of words in there we would 
be better satisfied. 

Chairman Anperson. I would be a little reluctant to take the words 
that you proposed because you must have considered them carefully 
and know it permits you to refuse us the information. 

Representative Hoiirrep. Nevertheless, the Chair will ask that we 
get the words. 

Mr. Watson. “Access.” 

Representative Houtirretp. Where does that come in ? 

Mr. Watson. That is in 151d. 

The Commission shall be provided with “access” to all such applications. 

That means a lot to us. 


Chairman Anperson. That is what I suggested. That we add the 
Joint Committee to the provision about the Commission in 151d. 

Mr. Watson. Yes. Then we would be very happy. 

Chairman Anperson. We want you happy. 


(Subsequently the following exchange of correspondence took 
place :) 
May 4, 1959. 
Hon. Lewis L. Strauss, 
Secretary of Commerce, 
U.S. Department of Commerce, 
Washington, D.C. 


DeaR Mr. Secretary: At a hearing before the subcommittee on legislation 
on April 21, 1959, Mr. Robert Watson, Commissioner of Patents, testified con- 
cerning procedures and practices of the U.S. Patent Office in processing applica- 
tions for atomic energy patents. 

During the course of the hearing, Senator Anderson, chairman of the Joint 
Committee, and I, and other members of the committee, questioned Mr. Watson 
concerning the request of the Joint Committee to obtain access to certain docu- 
ments in the Patent Office, namely, applications for atomic energy patents. 
Reference was made to the correspondence between the Patent Office and the 
Joint Committee, reprinted at pages 126-129 of volume I of the Joint Committee 
print entitled “Selected Materials on Atomic Energy Patents.” 

Reference was made during the hearings to the following sentence in section 
202 of the Atomic Energy Act of 1954, as amended: 

“Any Government agency shall furnish any information requested by the 
Joint Committee with respect to the activities or responsibilities of that agency 
in the field of atomic energy.” 
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During the hearing, Mr. Watson stated that his office had not yet made an 
exhaustive study of the legislative history of the section 202 of the Atomic 
Energy Act. 

It is requested that such a study be made, and that the Joint Committee be 
informed, after review of the legislative history, whether access will be granted 
to atomic energy patent applications on file in the Patent Office. 

Inasmuch as the subcommittee is now considering a proposed bill to amend 
the Atomic Energy Act of 1954, with respect to patents and inventions, a reply 
is requested as soon as possible, preferably on or before May 15, 1959. 

Sincerely yours, 
Cuet HOLirIe.p, 
Chairman, Subcommittee on Legislation. 


THE SECRETARY OF COMMERCE, 
May 20, 1959. 
Hon. CHET HOviricE.p, 
Chairman, Subcommittee on Legislation, Joint Committee on Atomic Energy, 
Congress of the United States. 


DEAR Mr. CHAIRMAN: In response to your request of May 4, 1959, I have 
had the Commissioner of Patents, Mr. Robert C. Watson, undertake as ex- 
haustive a study as time permits of the legislative history of the sentence in 
section 202 of the Atomic Energy Act of 1954, that reads: 

“Any Government agency shall furnish any information requested by the 
Joint Committee with respect to the activities or responsibilities of that agency 
in the field of atomic energy.” 

On the basis of the attached report prepared by members of the legal staff 
of the Patent Office, the Commissioner of Patents has, as you suggest in your 
letter, given full and careful consideration to that history. As indicated in the 
report, he remains firm in the opinions and views expressed by him at the 
hearing on April 21, 1959, and in his conclusion that no provision of section 202 
of that act authorizes him to afford the Joint Committee direct access to pend- 
ing applications for patent in the field of atomic energy. Those views and 
opinions and that conclusion I share. The conclusion is believed to be fully 
supported by the statements of Senator Hickenlooper, quoted in the report. 

It is my understanding that at the hearing on April 21, language was dis- 
cussed by the Commissioner of Patents which, if included in the Atomic Energy 
Act, would effectuate the Congressional direction necessary to allow access by 
the Joint Committee. I assure you I share the views expressed by members 
of the subcommittee at the hearing that it is incongruous to provide the com- 
mittee with the breadth of other information on atomic matters to which it is 
entitled by law and then deny direct access to patent information. Amendment 
of the basic act for this purpose would seem to be most appropriate and I 
would favor it. 

Sincerely yours, 


Lewis Strauss, 
Secretary of Commerce. 


U.S. DEPARTMENT OF COMMERCE, 
U.S. PATENT OFFICE, 


Washington, May 18, 1959. 
To: Lewis L. Strauss, Secretary of Commerce. 


From: Robert C. Watson, Commissioner of Patents. 
Subject: Report of Commissioner of Patents, Robert C. Watson, on the legisla- 
tive history of section 202 of the Atomic Energy Act of 1954. 


Chairman Chet Holifield, of the Subcommittee on Legislation of the Joint 
Committee on Atomic Energy, has requested a study of the legislative history of 
the sentence in section 202 of the Atomic Energy Act of 1954 that reads: 

“Any Government agency shall furnish any information requested by the 
Joint Committee with respect to the activities or responsibilities of that agency 
in the field of atomic energy.” 

Section 202 is part of chapter 17, entitled “Joint Committee on Atomic Energy.” 
It defines the “authority and duty” of that committee. The fifth sentence of 
section 202, copied above was referred to, specifically, at the hearing on April 21, 
1959, before the Subcommittee on Legislation. 
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That sentence had its genesis in a document published by the Joint Committee 
on Atomic Energy under an “April 1954” date, entitled “A Proposed Act To 
Amend the Atomic Energy Act of 1946.” The third sentence of section 202 of the 
proposed act reads as follows: 

“Each Government agency shall furnish any information requested by the 
Joint Committee with respect to the development, use, and control of atomic 
energy by that agency.” 

No comparable provision was present in section 15(b), a comparable section 
of the Atomic Energy Act of 1946. 

H.R. 8862 and 8. 3323, 83d Congress, 2d session, which were companion bills, 
respectively, were introduced on April 15 and April 19, 1954. Each of these 
bills included, as the third sentence of section 202, the same sentence of the 
proposed act. 

While the hearings on said bills were in progress, there was published under 
date of May 21, 1954, a committee print of a bill “incorporating changes proposed 
to be made in H.R. 8862 and companion bill S. 3323.” One change was pro- 
posed in the specified sentence of these bills: the initial word “Each” to become 
“Any.” 

On June 30, 1954, substitute bills H.R. 9757 and S. 3690, simultaneously 
were introduced and reported. Each of these bills includes in section 202, the 
sentence that appears in the same section of the Atomic Energy Act of 1954, to 
wit: 

“Any Government agency shall furnish any information requested by the Joint 
Committee with respect to the activities or responsibilities of that agency in 
the field of atomic energy.” 

No explanation appears for the change in the substitute bills from the 
language “with respect to the development, use, and control of atomic energy by 
that agency,” to “with respect to the activities or responsibilities of that agency 
in the field of atomic energy.” 

The reports on H.R. 9757 and S. 3690 seem to be identical. Each contains 
a section-by-section analysis. Report No. 2181, 838d Congress, to the House of 
Representatives by Representative Cole and Report No. 1699, 83d Congress, 
to the Senate by Senator Hickenlooper contain an identical statement respecting 
section 202, which includes the following: 

“The Commission and the Department of Defense are required to keep the 
Joint Committee fully and currently informed with respect to all atomic energy 
matters. It is the intent of Congress that the Joint Committee be informed 
while matters are pending, rather than after action has been taken. All Gov- 
ernment agencies are required to furnish any information relating to atomic 
energy requested by the Joint Committee.” 

Section 202, per se, does not appear to have been discussed in the congres- 
sional debates prior to the enactment of the Atomic Energy Act of 1954. How- 
ever, those debates do contain the following statements relating to the au- 
thority and duty of the Joint Committee. In the Congressional Record of July 16, 
1954 (p. 10180, line 4 from bottom of column 1) Senator Hickenlooper stated: 

“It is the duty of the Atomic Energy Commission to keep the Joint Com- 
mittee currently and fully informed upon all actions of the Commission. That 
is an all-inclusive provision. It does not apply only to contracts, but it includes 
contracts. It includes all actions of the Commission.” 

Later (same page, column 2) in answering an inquiry as to whether the 
Bureau of the Budget had notified the Joint Committee that a particular con- 
tract was being considered, Senator Hickenlooper said: “* * * There is no 
legal obligation on the part of the Bureau of the Budget to notify the Joint 
Committee about anything. There is a legal obligation on the part of the Atomic 
Energy Commission to keep the Joint Committee fully and currently informed. 
Once such a matter gets into the hands of the Atomic Energy Commission, the 
Commission is obligated to notify the Joint Committee on Atomic Energy.” 

In the Congressional Record of July 23, 1954 (p. 11057, line 22 of column 3), 
Representative Cole, in answering a comment regarding the section on defini- 
tions said ‘“* * * under definitions the statement is made ‘The intent of Congress 
in the definitions as given in this section should be construed from the words 
or phrases used in the definitions rather than from the choice of words or 
phrases defined.’ So we must interpret that as being a direction to the person 
who interprets the language to look at the words used in the definition.” 

Section 11 of the act headed “Definitions” includes the following: 

“j. The term ‘Government agency’ means any executive department, com- 
mission, independent establishment, corporation, wholly or partly owned by 
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the United States of America which is an instrumentality of the United States, 
or any board, bureau, division, service, office, officer, authority, administration or 
other establishment in the executive branch of the Government.” 

During the consideration on July 22 to 26, 1954, of H.R. 9757 by the House of 
Representatives, the Clerk read section 202 under the 5-minute rule (p. 11372, 
Congressional Record, July 24, 1954); there was no amendment offered, or any 
floor discussion. By the time the Senate concluded debate and passed the bill, 
S. 3690, on July 27, 1954, the House had completed action on the companion 
bill, H.R. 9757, and it had been transmitted to the Senate. The Senate then 
struck out everything after the enacting clause of H.R. 9757 and substituted the 
language of S. 3690, as passed by the Senate, sending the bill H.R. 9757, to con- 
ference. The conference committee on August 16, 1954, submitted its report, 
House Report 2666, 88d Congress, 2d session. A complete text of H.R. 9757 was 
proposed in the report. Section 202, as therein incorporated, is identical with 
the same section in H.R. 9757 and S. 3690, as introduced and reported. The 
House agreed to the conference report on August 16 and the Senate on August 17. 

I have given full and careful consideration to the foregoing legislative history 
of the Atomic Energy Act of 1954. I remain firm in the opinions and views 
expressed at the hearing on April 21, and in the conclusion that no provision of 
section 202 of that act authorizes me to afford the Joint Committee direct access 
to pending applications for patents in the field of atomic energy. The conclu- 
sion is believed confirmed by the statements of Senator Hickenlooper, quoted 
above, relative to the study of the Bureau of the Budget. 

The language in the reports of June 30, 1954, that “All Government agencies 
are required to furnish any information relating to atomic energy requested by 
the Joint Committee,” standing alone, might appear broad enough to be a basis 
for an argument to the contrary. That language, however, must be interpreted 
in the light of Senator Hickenlooper’s suggestion that the Bureau of the Budget 
(necessarily encompassed in the definition of a “Government agency” discussed 
above) is under no legal obligation to give the Joint Committee information 
about its actions in the field of atomic energy, but that the Atomic Energy Com- 
mission is under the obligation to keep the Joint Committee fully and currently 
informed. I am of the opinion that the Patent Office stands in the same rela- 
tion to the Joint Committee as the Bureau of the Budget. 

The Joint Committee now has indirect access to pending applications for 
patents through the Atomic Energy Commission. Absent a definite provision in 
the Atomic Energy Act of 1954 for direct access by the Joint Committee, the 
general mandate of 35 U.S.C. 122 that “Applications for patents shall be kept in 
confidence by the Patent Office and no information concerning the same given 
without authority of the applicant or owner” appears paramount. 


Rosert C. WATSON, 
Commissioner of Patents. 


Representative Horirretp. This has been a very broad interchange 
in regard to the legal interpretation of certain phrases in the act. I 
want to ask you some questions in regard to procedure down there, 
and I hope they are questions which you can feel you can answer. 

How long does it take to process an application to issue a patent 
ordinarily ? 

Mr. Watson. On the average the application pends for about 3 
years and 4 months as of this time. We are endeavoring to make it 
possible for an inventor who is diligent to secure his patent within 
about 1 year’s ‘time. The average pendency is coming down due to 
the increased appropriations which the Congress has given us, and 
the time needed by the Patent Office to respond either to the filing 
of an application or to act upon an argument presented by the in- 
ventor is steadily falling. So that the time of pendency is gradually 
coming down. a 

Representative Hortrretp. You mentioned the fact that a diligent 
application shall be granted within 1 year. Is it true that your appli- 
cants frequently adopt delaying tactics by utilizing periods granted 
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in the = to drag that out and part of this delay is not within your 
control ¢ 


Mr. Watson. That is exactly correct. 

Representative Horirretp. If a man who makes an application de- 
sires to deliberately delay the consummation of his application, do 
you say that his ability to do so under present law delays industrial 
development to that extent that he withholds? 

Mr. Watson. I think that the average time consumed by the ap- 
plicant or his attorney is now about 15 months, and that also is being 
shortened by remedial actions which we are taking in the Patent 
Office to speed up the general progress of the case through the office. 
By statute each applicant has now 6 months during which he may 
reply to a letter of rejection from the Patent Office. We cannot 
shorten that. We can reduce to the minimum the number of actions 
which we are willing to give him before sending him what we call 
a final rejection which necessitates either his dropping the applica- 
tion on taking an appeal to the Board of Appeals. 

Representative Hotirtetp. Do you have a current backlog of appli- 
cations which because of lack of personnel you are unable to get to? 

Mr. Watson. We have a backlog of nearly 200,000 applications. 

Representative Horirrerp. How far does that go back? 

Mr. Watson. The oldest? 

Representative Hoxirrecp. For your original processing and refer- 
ral back to the applicant. 

Mr. Warson. I am afraid I didn’t quite understand your question. 

Representative Horirretp. What delay does an applicant have in 
his receiving a response from you on the processing of his applica- 
tion? You have a backlog of 200,000 cases. How dated are those 
backlogs ? 

Mr. Crocker. About 12 months is our oldest date on that. 

Representative Horirrecp. In other words, it takes you about 12 
months to get to the action. ae 

Mr. Crocker. That is only our maximum. We have other divi- 
sions that are within 3 months. ies 

Representative Hortrrecp. I see. You have different divisions and 
it varies? 

Mr. Crocker. That is right. In the electronic arts where it has 
been difficult to recruit competent examiners the waiting time 1s 
longer that it is in some of the other arts where we are fully staffed. 
Approximately 12 months is our maximum period. That is only in 
a few of the fields. ; 

Representative Hoxtrrecp. That is, generally speaking, a pretty 
long time? 

Mr. Watson. Yes, it is. 

Representative Horirmeip. We are not blaming the Patent Office 
for this. It is evident to me that you are lacking in people to proc- 
ess the applications that are pouring in on you. 

Mr. Watson. Yes. It is the major objective of the Patent Office 
and has been for the past several years, to bring our operation into 
a state of currency, meaning a minimum time, a prompt action, so 
that the inventor who wishes to know what attitude the Patent Office 
will have upon the question of patentability will be able to get it 
within 3 months and also to receive an action on a resubmitted appli- 








54 ATOMIC ENERGY PATENTS 


ction within 3 months, which we think is necessary under conditions 
which obtain in the world today, with the competition which we have. 

Representative Hoxtrretp. I hope you will list me as one of your 
champions of that cause on Capitol Hill. 

Mr. Watson. We are working hard at it. 

Representative Hoxirtetp. I agree you should have enough people 
to process these patents and it is important to our whole technology 
that they be processed in a faster manner. 

Mr. Watson. As Mr. Crocker said, some of our divisions are de- 
layed because of our inability to get proper men from the colleges 
to fill vacancies. But others are quite current. 

Mr. Tori. Mr. Commissioner, the charts which you kindly fur- 
nished the committee directly, reprinted at page 51 of volume I, if you 
have that handy, would indicate that there are a considerable num- 
ber of applications filed as far back as 1944 or 1945 in the atomic 
energy field that are still pending. 

Doesn't that cause a substantial delay ? 

Mr. Watson. That is correct. For instance, in the year 1945, there 
are 214 still pending as of June 30, 1958, and 173 have become aban- 
doned, 212 have become patented. 

Under the secrecy system the applications in that category, ones 
which disclose important inventions relating to the field of atomic 
energy, proceed very much more slowly. They may be delayed as 
much as 5 years at one clip by a secrecy order saying that this appli- 
cation shall not be taken up for action for 5 years. 

So that accounts for the delay. 

Mr. Totu. There was more secret information in 1945 than in 1950, 
for example, where there are not so many applications pending. Is 
this large number primarily attributable to secrecy orders? 

Mr. Watson. All the way through. By the shading you can see 
those which remain pending in 1950. I would say it is one-third of 
the total of 200, or about 60. The larger portion of the remainder 
have become patented and the intermediate group abandoned. These 
are charted by filing date. These bars in 1950 represent the present 
status of the applications filed in 1950 in this field. It is interesting 
to note in the first chart that the public is beginning to interest itself 
in the field of atomic energy to an increasing extent, gradually in- 
creasing since the year 1950. For instance, there were filed in 1957 
about 719 privately owned applications. 

It is also interesting to note that the percentage of foreign Govern- 
ment-owned applications seems to be increasing in 1957, Some 85 
were filed. In that year the United States Government filed 121. 

The interesting part to me is that the privately owned applications 
are being deposited in the Patent Office in increasing numbers. 

Mr. Toru. Thank you, sir. 

Representative Hoxirretp. My next question, as for the 30-day 
period to file a statement under oath in section 152, hasn’t the Patent 
Office circumvented the statute by the “informal” 45-day notice? 

The second question would be, do you need that statute amended ? 

Apparently you have been forced by circumstances to circumvent 
it by making an informal] notice of 45 days as being satisfactory. 

Mr. Warson. I am not quite certain that I fully understand the 
nature of your question. You perhaps wish us to tell you whether or 
not our 45-day plan is a success? 
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Representative Horirrexp. The statute calls for a 30-day period. 

Mr. Watson. Yes. 

Representative Horry. Notwithstanding that you have granted 
45 days? 

Mr, Waswow: We do not grant 45 days because we have no statutory 
authority te doso. But 30 days is the time which is allowed an appli- 
cant after he receives the official notice from the Commissioner of 
Patents. Thirty days is an impractically short time because some of 
the applicants reside abroad or at great distances. 

So we have adopted by arrangement with the Atomic Energy Com- 
mission and for our own safety and convenience, and for the protec- 
tion of the applicant, an unofficial system of transmitting to him a 
nonstatutory warning letter 45 days ahead of the day on which the 
statutory letter goes forth officially from the Commissioner, notifying 
him that he can expect to receive in about 45 days an official request. 

In that way he can prepare himself in ample time to make his state- 
ment. 

Representative Horirrerp. Would it be helpful to you if we could 
change that day period to 75 days? 

Mr. Watson. I think that it would. It would then render legiti- 
mate what perhaps now is not legitimate. 

Representative Hoirretp. We are in a purely cooperative spirit 
today. We want to help you exactly what the law requires because 
we found already you are a stickler for the law and your interpreta- 
tion of it. So we want to help you if we can. 

Mr. Watson. Mr. Crocker has pointed out that the 45-day ad- 
visory letter has this beneficial effect: Most of the people who reply, 
reply rather promptly. They don’t wait for the 30-day ultimatum, 
you might say. If they make an improper reply which needs cor- 
rection or amplification we catch it in time and advise them to file 
a more perfect reply. 

Whereas if it were all lumped together in one statutory period 
there is some possibility that a person who delayed toward the last 
would then file his imperfect reply too late and lose, there being no 
right vested in us to extend the time or to have mercy on the applicant. 

‘It is a two-sided question, but nevertheless I do believe that we would 
welcome a change in the statute extending the time and we would take 
such other steps as would prove to be necessary to prevent the im- 
provident man from losing out. 

Representative Hoxtrreip. One final question: Are your proce- 
dures for reporting atomic energy applications to the AEC as efficient 
as possible, and could you give me an idea of the time lag that occurs 
between your receipt of an application and your notification to the 
Atomic Energy Commission ? 

Mr. Watson. I would like to have this particular answer given 
to you by Mr. Campbell, who is the expert in that activity. 

Mr. Camrsett. The area of this question is possibly the most diffi- 
cult that we have run into. In the usual route of an application 
coming into the office, it comes into the mail room, goes to the appli- 
cation branch, and from there it is distributed to a little over 70 
divisions, at the present time, including the classification divisions 
which also have an examining operation. Those applications when 
they go into the examining divisions are reviewed by the chief or 
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assistant chief of the division for proper classification, and if at 
that same time he notices that it comes within the purview of sec- 
tion 151d, he sends it to the Patent Security Division for reporting to 
the Atomic Energy Commission. 

The time is normally very short. Normally in the course of getting 
into the office, it comes within a month or so of the time of filing. 
Sometimes the application to Atomic Energy is not noticed when it 
Onn comes in, and there we have occasions where there is a little 

elay. 

an be noticed for the first time when the application is re- 
ceived and examined by the examiner who takes it up. That might 
be from 3 months to a year after it is filed. I don’t know what we can 
do about that. Once it gets to the Patent Security Division, it is 
promptly taken up and every month a list of applications that are 
submitted from the examining divisions are furnished to the Atomic 
Energy Commission. 

Representative Horrrtetp. Once a month? 

Mr. Campse.u. Yes, once a month. 

Representative Horirrecp. So your delay occurs before it is 
referred to the Security Division or in the Security Division because 
of backlog. 

Mr. Campsetu. That is right. 

Representative Horirretp. You would say, then, that outside of 
a mistake of not having it properly referred to the Security Division 
that your basic trouble there, as is true with the rest of your lag time, 
is due to lack of qualified people to process applications? 

Mr. CaMpsBE.u. Yes, sir. 

Representative Horirrerp. Are there any further questions? 

Representative Hosmer. I would like to ask the Commissioner for 
a brief comment respecting the matter I took up with the Commission 
witnesses, as to the possible advisability of some kind of registration 
and subsequent disclosure when declassified as an alternative to regu- 
lar patent procedure, inasmuch as practically all of the Commission’s 
patent applications are of a defensive nature and I suspect to a large 
extent those of industry as well. 

Mr. Watson. Meaning the possibility that instead of securing 
patents, adequate publication may be had which would have this 
defensive value ? 

Representative Hosmer. A registration initially, and then you could 
ae have publication immediately if there were security things in- 
volved. 

Mr. Watson. To avoid the delay and expense involved in the 
prosecution of an application through the Patent Office. 

Representative Iiosmrr. Yes. 

Mr. Warson. There have been various suggestions made which, 
if adopted, would have that effect, in times gone by. I believe one 
is currently under consideration by the Senate Subcommittee on Pa- 
tents, Tradesmarks, and Copyrights. 

In the event that no use is made of patents as patents by a govern- 
mental agency which just piles up patents within using them—I 
would be much in favor of saving the cost of the original preparation 
into patent application form and the work of the examiner and the 
difficult work of examination by adopting some alternative. The 
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Government has many patents, as you know. The system of free 
licensing is not a procedure which utilizes the patent. Government- 
owned patents have some defensive value, but the large amount of 
labor spent in the prosecution of the claims, which is the hard part, 
is largely wasted. 

Representative Hosmer. Assuming this system is not now proven in 
value for general application—it could be proven only by experience— 
but a limited application to the atomic energy field would give you 
the experience for actual evaluation of whether or not it would be a 
good procedure for general application, would that be helpful ? 

Mr. Watson. Except for a greater degree of secrecy in the atomic 
energy field, it is hardly possible to draw a line between that field 
and any other field insofar as the puzzle to avoid the prosecution 
costs is concerned. I understand that the filing of applications 
abroad—listening to the testimony of those who preceded us here—on 
inventions relating to atomic energy may have value. If such filings 
have value the filing of applications in this country as a preceding 
step would be in order, to establish an early filing date. 

So if you filed abroad you would have to do the same work. After 
all, the foreign application is just a duplicate of the U.S. application. 

Representative Hosmer. So far they indicated that only about a 
third of the domestic filings were carried abroad. 

Mr. Warson. In the event that those were the only important 
patents to be obtained, then there would be a saving in not filing on 
the remaining two-thirds in this country. That would be my guess, 
on the theory that no use would be made of those patents as patents. 

Representative Hosmer. I doubt that there would be, but if such 
provision were seriously being considered for inclusion in this bill, 
would you object to it? 

Mr. Watson. Would you mind repeating that? I didn’t quite catch 
it. 

Representative Hosmer. In effect, I am asking you for what 
amounts to a departmental report on whether or not to include this 
in this bill. 

Mr. Warson. A provision which would make it unnecessary for the 
Atomic Energy Commission to file applications in the United States? 

Representative Hosmer. A registration and subsequent disclosure 
procedure essentially as you mentioned that the Senate subcommittee 
has been considering for general application, but with the necessary 
dovetailing of it to the atomic energy situation. 

Mr. Watson. I think that question would probably have to be 
answered by the gentlemen from the Atomic Energy Commission. It 
wouldn’t make much difference to the U.S. Patent Office. It would 
deprive us of a good customer, perhaps, and make it unnecessary for 
us to process as many applications as we now process—and important 
ones—but at the rate at which applications are currently being filed 
from all over, which is between 75,000 and 80,000 a year, the absence 
of some coming from the Atomic Energy Commission would not be 
important from our point of view. I am considering this strictly from 
the Patent Office point of view. 

Representative Hosmer. I imagine you are cautioning against 
shooting from the hip on this particular item. 
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Mr. Watson. Yes, I like to think these things over a little bit. 

Representative Hosmer. Thank you very much, sir. 

Representative Hoxtrretp. Mr. Watson, we will take into consid- 
eration your testimony in regard to the change from the Board of In- 
terferences to the district court, and we will require some testimony 
oo the AEC counsel on that point before we make any decision on 
that. 

I want to thank you gentlemen. It is a pleasure to have you before 
this committee. I don’t think we have had you before us before. We 
hope the experience has not been too onerous on your part. You have 
been very helpful to us. 

Mr. Watson. I think, Mr. Chairman, we have been most courteous- 
ly treated and we thank you for having the opportunity to appear. 
I am sorry we were not better prepared to answer your questions, and 
regret that we were rather ignorant about the legislative history 
referred to so often. 

Representative Houirrerp. If I may say, the members of this com- 
mittee sometimes ask a lot of questions. 

The meeting is adjourned. 

(Whereupon, at 5:15 p.m., Tuesday, April 21, 1959, the subcom- 
mittee recessed, to reconvene at 10 a.m., Wednesday, April 22, 1959.) 
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WEDNESDAY, APRIL 22, 1959 


ConGRESS OF THE UNITED STATEs, 
SUBCOMMITTEE ON LEGISLATION OF THE 
JorntT COMMITTEE ON ATOMIC ENERGY, 
Washington, D.C. 

The subcommittee met, pursuant to recess, at 10:44 a.m., in room 
P-63, the Capitol, Representative Chet Holifield (chairman of the 
subcommittee) presiding. 

Present: Representatives Holifield, Aspinall, and Van Zandt, and 
Senators Hickenlooper and Dworshak.) 

Also present: James T. Ramey, executive director, David R. Toll, 
staff counsel, Joint Committee on Atomic Energy. 

Representative Hortrretp. The subcommittee will be in order. 

The Subcommittee on Legislation is meeting this morning to con- 
tinue public hearings on atomic energy patents. 

Our first witnesses this mor ning are representatives of the AEC, Mr. 
L. K. Olson, General Counsel, and Mr. Roland Anderson, Chief of 
the Patent Branch. Yesterday afternoon we completed the first 13 
pages of your statement, Mr. Olson, and therefore we can begin this 
morning at the top of page 14. I hope that we will be able to finish 
your statement soon, because we are also scheduled to hear this morn- 
ing from Mr. Jo Baily Brown of the AEC Patent Advisory Panel, 
and two other witnesses. This afternoon we are scheduled to hear 
from four or five additional witnesses. 

If any of the witnesses scheduled to testify later in the day are in 
the audience now, we would appreciate it if they would deliver copies 
of their statements to the committee now. 

We are glad to have you here this morning, gentlemen. Please 
proceed. 


STATEMENTS OF LOREN K. OLSON, GENERAL COUNSEL, AND ROLAND 
ANDERSON, CHIEF, PATENT BRANCH, OFFICE OF GENERAL 
COUNSEL, AEC—Resumed 


Mr. Otson. Section 152, as previously noted, implemented the con- 
tractual patent provisions employed by the Commission. To clarify 
the section, it is recommended that the phrase “contract, subcontract, 
or arrangement entered into with and for the benefit of the Commis- 
sion” be substituted for the existing phrase “contract, subcontract, ar- 
rangement, or other relationship” wherever the latter phrase appears 
in section 152, as well as substituting ihe phrase “in the course of or 
under” for the existing word “under” or for the existing phrase “in 
the course of, in connection with, or anaes the terms of.” Further- 
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more, the clarifying parenthetical phrase has been suggested so as to 
obviate the necessity for any statement where the rights of the Govern- 
ment have already been determined. In order to assure contractors 
that determination of rights pursuant to a contractual prov ision prior 

to the request of the C ommissioner of Patents shall be final, in the 
absence of misrepresentation or nondisclosure of material facts, the 
sentence to this effect is added to the last paragr: ph. 

The present provisions provide for the determination of disputes 
by the Board of Patent Interferences. The transfer of this function 
to the U.S. District Court for the District of Columbia is suggested 
in the belief that the court is better equipped to resolve disputes as 
respects title to subject matter. 

Section 152 sets forth a procedure whereby the rights between the 
Commission and the contractor in a particular invention may be de- 
termined. In the report to the Joint Committee on December 4, 1958, 
it was noted that rights had been acquired by the Government on ap- 
plications subsequent to the receipt of a notice under section 152 in 
some 13 situations and since that time rights have been acquired in 
several others and directives have been filed with respect to a number 
of additional applications. 

We have filed a total of nine directives, four of which have been 
settled, leaving a balance of five pending. 

Representative Horirietp. Mr. Olson, will the proposed new lan- 
guage in section 152 apply to a subcontractor of a subcontrator ? 

Mr. Rotanp Anperson. We trust that the language that says “con- 
tract, subcontract, or arrangement entered into by or for the benefit 
of the Commission” would include lower tier subcontractors. In the 
clauses that are employed there is a provision that prime contractors 
apply the same provisions to subcontractors unless the Commission 
modifies the provisions for any given subcontract. 

Representative Hoiirretp. So your interpretation of the word “ar- 
rangement” would be such as to make it inclusive of the different tiers 
of subcontracting, plus the regulations and requirements in your con- 
tract, unless otherwise specified by the AEC? 

Mr. Rotanp Anpberson. That is correct. 

Representative Hortrietp. What is the criterion for this reasoning ? 
Is it the use of AEC funds, or is it the relative relationship of prime 
contractor, subcontractor, or sub-subcontractor ? 

Mr. Rotanp Anperson. The principal aspect of the provision would 
cover Government or AEC sponsored and funded research and de- 
velopment. By sponsored, one I suppose would include such things 
as the employment of unique Commission facilities under special ar- 
rangements and special circumstances. So it may not necessarily 
just mean money, but it may also include the use of property. 

Representative Horirmrp. That is why you have the phrase In, 
regardless of whether the contract, subcontract, or arrangement in- 
volved expenditure of funds by the Commission ? 

Mr. Rotanp Anperson. That is correct. 

Representative Hortrretp. It might well include services other than 
funds of the Commission, such as materials, equipment, information 


furnished by the Commission that would fall within the Commission’s 
patent ownership. 


Mr. Rotanp ANpERsoNn. Yes, sir. 
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Representative Hoririretp. Can we get to this point? But before 
we leave this, the reason for removing the words “or other relation- 
ship” with the Commission is for clarification purposes, and to re- 
move a certain amount of ambiguity in the existing language. Is 
that so? 

Mr. Orson. That is certainly correct. 

Representative Houten. ‘Ts it not the purpose of weakening in 
any way the Government’s legal position ? 

Mr. Orson. It does not eliminate anything that we are entitled to 
inany sense. This was entirely too broad. You will recall, Mr. Chair- 
man, that we even had to give an opinion that licensees would be 
covered by waiver. Iam sure the committee did not intend that it be 
that sweeping. This was generally objected to by almost everyone 
who discussed the problem with us. 

Representative Hoiirietp. What relation does this removal of lan- 
guage have to complaint of certain universities who have traditional 
procedures under their patenting arrangements with students and 
employees in their laboratories / Does this have any modification of 
this position ¢ 

Mr. Orson. I don’t believe it has any bearing on that, Mr. Chair- 
man. This is simply to make it possible to confine the application of 
this language to the cases that we are really interested in, namely, 
those situations where we either have a contract with the indiv idual 
to fund it and pay for the research, or where they are using our unique 
facilities or some of our personnel are working jointly on a publie 
and private project. I would say that this has no relation to the 
university problem. 

Representati ive Hortrtetp. The committee has received letters from 
two, I believe, or maybe more universities in regard to the present 
language in the bill. ‘They have indicated that that interferes in some 
way with their traditional procedures. Has it been your experience 
in the Commission to have received complaints from universities in 
regard to your patent regulations and requirements of the act, and if 
so, what validity do you think they have 4 

Mr. Orson. Mr. Chairman, I think there were some very valid con- 
cerns expressed over the great sweeping range of the language which 
was in the statute. That is why we have recommended this change. 
There were people that felt that even writing a letter to us might 
constitute some relationship with us. This language was very sweep- 
ing, and I think many people were most sincerely concerned about 
just how far it did go. I think that this should meet a good deal of 
the objection that has been expressed in that area 

Representative Horntrretp. Mr. Toll. 

Mr. Tot. Mr. Olson, the letter that Mr. Holifield has received from 
Prine ‘eton University, the principal complaint about the patent pro- 
vision is that they operate on a no-fee or noprofit basis. Therefore, 
they maintain that their contract should allow them to have the 
patents. Can you comment on that point ? 

Mr. Otson. I have not seen this letter, Mr. Toll. TI don’t think that 
the question of fee has anything to do with it. If their research is 
funded by AEC funds, I believe the gener al rule would apply that 
we have endorsed here, that inventions arising out of public funds 
we feel properly belong in the public domain. 
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(The letter and report from Princeton University appear on p. 
194. 

ee Houtrretp. Are there any further questions on that 
point? If not, let us get into this subject of changing from the 
Board of Patent Interferences to the district court. We would like 
to have some testimony in regard to that matter. 

Mr. Rotanp Anprrson. The Board of Interferences which is in the 
Patent Office has limited jurisdiction at the present time, except for 
the Atomic Energy Act, and the Space Act, to determine questions 
of priority. Their proceedings generally are done by deposition, with- 
out the confrontation of witnesses before the Board. The Board has 
had no experience with respect to the determination of rights of title. 
The feeling expressed by our Patent Advisory Panel and by others 
was that the courts generally have questions of title come before them, 
that hearings can be had in open court, cross-examination of witnesses, 
the hearing can be held at one time, and this might perchance shorten 
the proceedings. It was therefore the recommendation of our panel 
and the Commission adopted it, that we would make a recommenda- 
tion that these hearings be held before the U.S. District Court for 
the District of Columbia. There was no feeling that from past ex- 
perience the Patent Office was not capable of conducting this type of 
activity. The experience we have had with the Patent Office thus far 
is nil on the point of hearings, because of the settlements as Mr. Olson 
said. The first four we settled after discussion with the counsel for 
the respective applicants, and the other five are now set for hearing 
or are in various stages of Patent Office routine. The first one I believe 
is set for a hearing on depositions of the applicant in some 60 days. 
I trust that this kind of a general presentation sets forth the overall 
position with respect to this. I don’t feel we have any strong belief 
that it should be taken away from the Board of Interferences and 
it was just as Mr. Olson expressed in the statement, the feeling that the 
court might be in a better position to handle these matters. 

Representative Honirretp. What questions are involved here? Is 
this the question of establishing priorities of application or does it go 
into some of the technological aspects of a patent application ? 

Mr. Rotanp Anverson. The principal question that would be re- 
solved is the question of title ownership, of the subject matter of the 
patent application. 

Representative Hoiirretp. Would this require expert patent tech- 
nological information to make this kind of a decision, or would it 
require regular judicial processes of establishment of fact ? 

Mr. Rotanp Anperson. The determination would involve the in- 
terpretation of the contract and the scope of the work and its relation- 
ship to the subject matter of the application. It might therefore get 
into the technical question as to whether or not this subject matter is 
within the scope of the contract, whether the work that has been 
rendered under the contract relates to the subject patent application. 
So I think you would cover the breadth of both technological infor- 
mation and contract interpretation, and application of the contract 
provisions to the particular invention. 

Representative Hoxirretp. Why, then, would it not be better to leave 
it in the hands of the Patent Interferences Board which has to deal, 
you might say, in a specialized way with these problems rather than 
a judge of the district court which has the whole scope of the law to 
consider ¢ 
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Mr. Orson. Mr. Chairman, I think that the Board of Patent Inter- 
ferences has had little, if any, experience on this question of title. As 
Mr. Anderson said, this is ‘a unique conferral of jurisdiction to the 
Board of Patent Interferences under our act. I want to make it clear, 
we don’t feel strongly about this issue. It was recommended by Mr. 
Ooms, who is an outstanding authority in the patent field and former 
Commissioner of Patents. He has recommended it. Mr. Brown, who 
is also on that advisory panel, is neutral on the issue. But with the 
strong recommendation from Mr. Ooms, and since this is a question of 
title under 152, a question of determining who has the rights, whether 
the particular invention arose out of our contract, it could easily be 
concluded by professionals that it belongs in the district court. It is 
a close question, and we don’t believe strongly. If there is any serious 
objection, we seriously would back off from this particular recommen- 
dation. 

Representative Horirreitp. Could you say that this transfer would 
expedite the handling of the cases? I am thinking now of possible 
delay under the present arrangement as against a more expeditious 
handling or vice versa in the recent court. 

Mr. Orson. I ama recent practitioner. I am of the personal opinion 
that it would expedite it if we made this change. Many would not. 
Many of us in private practice prefer the district court method where 
there is a confrontation of the witnesses. It is all done in the presence 
of the court. There are others who would prefer the deposition pro- 
cedure of the Board of Patent Interferences. 

Representative Horirretp. In one case you would be under the Ad- 
ministrative Procedures Act, and in the other case you would be 
under the regular procedures of the court. 

Mr. Orson. Yes, but in that sense I don’t believe it would make 
any difference, because all the guarantees of the Administrative Pro- 
cedures Act are present in court. The freedom from ex parte taking 
of evidence, the matter of written decision, and so forth. I think all 
of the guarantees of the Administrative Procedures Act are certainly 
present in both cases so that that is not a factor here. 

Representative Horirretp. The fact that you are allowed to present 
certain evidence before an administrative procedure body that you are 
not allowed to present before the court would not change your opinion 
in that matter? 

Mr. Orson. No, sir. I believe everybody would be satisfied that 
justice would be done in either case. There is no preference in that 
respect. 

Representative Horirretp. What happens if a contractor fails to 
file a section 152 statement under oath and the Patent Office fails to 
notify AEC under section 151(c) and the patent issues to the con- 
tractor, even though the AEC would normally have rights? Can the 
AEC compel assignment under that situation ? 

Mr. Oxson. I would be of the opinion ultimately that it could. That 
has many ramifications and T would like Mr. Anderson to cover those. 

Mr. Rotanp Annerson. The only procedure that we would have 
is a resort to court action in a suit in equity. There is nothing in the 
act at present which would give us the right to go in and assert rights 
unless there was a false statement that had been made in the proceed- 
ing in the Patent Office. Under the circumstances that you outlined, 
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you said that there was no statement and therefore that type of action 
would not be available for us. So the only remedy that I know 
that the Commission would have would be the same as any other party 
arising out of a contractual situation, of a suit in equity ‘to secure the 
transfer of the patent. 

Representative Hortrrecp. And any penalty for noncompliance on 
the part of the contractor would not protect you ne« essarily. My 
thought was that if you write into the act penalty language ay 
that you would write into it a provision that the Patent Office should 
not issue a patent to a contractor unless they had in their hands a copy 
of the filing of the contract or under section 152 under oath—if that 
would be of any protection or would it be unnecessary? The point 
I am trying to get at is how does the AEC protect itself in its rights 
in case of failure of the contractor to comply with the act, filing a 
statement under oath to the AEC, which in turn should have some 
effect upon the Patent Office’s action. 

Mr. Rotanp Anperson. Prior to the time that the situation would 
arise under section 152, the Commission would have reviewed the work 
of the contractor, and we have set up procedures for the examination 
of technical reports, for the examination of notebooks, for interviews 
with the supervisory personnel of the contractors, and by those pro- 
cedures we would hope that the Commission would have been able to 
secure reports of inventions on those inventions which the contractor 
has failed to report. However, it is conceivable by human error that 
the Commission might not examine a report and pick up a technical 
invention in a particular instance. It might also be that the Patent 
Office might not request a section 152 st itement in view of the fact of 
the f: ailure to recognize that it was an invention in the atomic energy 
field. Under those circumstances, as outlined before, the Commission 
would have resort first to the contractor to attempt to negotiate its 
position with the contractor, and upon failure, if the evidence were 
such, to initiate court action for transfer of the rights to the Govern- 
ment. 

Mr. Torx. Does the Commission initiate the court action or the At- 
torney General ? 

Mr. Rotanp Anprerson. Government practice would probably be 
that it would be initiated by the Department of Justice at the request 
of the Commission. 

Representative Horirtetp. Are there further questions on section 
152% If not, we will go to section 153. Mr. Toll has a question. 

Mr. Totn. On the adding of the word “subcontractor” does that in- 
dicate that this might hurt small business in that you are reaching 
further down the contracting tier, or are you just clarifying your ex- 
isting policy ? 

Mr. Roianp ANDERSON. The “subcontractor” was in the 1954 act. 
The present language is “contract, subcontract, arrangement or other 
relationship.” What we have attempted to do is to ‘clarify that by 
saying “contract, subcontract or arrangement. entered into with or 
for the benefit of the Commission.” 

Mr. Tou. The comparative bill has the word “subcontract” under- 
lined. 

Representative Hottrrecp. Subcontract is an addition to the basic 
language. 

Mr. Rotanp Anperson. It is not in? 





ATOMIC ENERGY PATENTS 65 


Representative Hortrretp. I say it is an addition to the basic 
language. 

Mr. Rotanp Anperson. It is not in the first sentence. But in the 
152 proceeding in the Patent Office down below, you will note that it 
was stated in terms of “contract, subcontract, arrangement or other 
relationship.” In order to clarify and make it uniform throughout 
the section, it was inserted in the first sentence. But basically we 
have always understood that so far as the procedural activities under 
section 152 are concerned, subcontract was already in the bill. 

Mr. Otson. This was intended as purely editorial and we did not 
intend it to extend jurisdiction. 

Representative Horirievp. I think it is a good suggestion. Mr. 
Ramey has a question. 

Mr. Ramey. Yes, sir. You discussed the matter of the waiver lan- 
guage and you indicated that you would not expect to have a blanket 
waiver that would change essentially the policy of section 152. 

Mr. Otson. No. 

Mr. Ramey. Would there be any objection to putting language in 
your waiver provision there where it says “except the C ommission may 
waive its claim to such invention or discovery under such cireum- 
stances” and then put an insert “consistent with the policy of this 
section as the Commission may deem appropriate”, which would make 
it perfectly clear, then, that you would not be making a waiver that 
might adopt, for example, the Department of Defense policy on 
patents. 

Mr. Orson. Since we have no intentions along this line, we would 
have no objection to anything you wanted to do to strengthen the lan- 
guage because it is apparent that we do not intend to change the polic y: 
So we would have no objection. I think it is quite clear the way it is. 

Representative Horirrecp. Would you comment on the change 
which you have made in the phraseology of “deemed to have been made 
or conceived by the Commission” which you seek to eliminate, and 
insertion of “vested in and be the property of the Commission” ? 

Mr. Rotranp Anperson. The purpose of that change was to meet 
certain objections that have been made as to the technical patent legal 
language. To say it is deemed to be made by the Commission is sort 
of contrary to the principles that the only one who can make an in- 
vention is the inventor. Since the purpose initially of the act was 
that the rights should vest in the Commission or the Government, it 
was thought that clarifying that language by saying that the rights 
shall be vested in the Government was preferable to saying that it 
shall be deemed to have been made by the Commission. U nder the 
philosophy of the American patent system, the inventor is the only 
one who is deemed to have made an invention. 

Representative Hoiirretp. Have we missed any point in 152; chang- 
ing from the word “forthwith” to your new phraseology is more de- 
ser riptive of the procedure? 

Mr. Rotanp Anperson. That is right. 

Mr. Tori. What is the reason for the last sentence added to sec- 
tion 152? 

Mr. Roranp Anverson. Industrial representatives at the April 
1958 meeting criticized the Commission for not having made a gen- 
eral waiver which would say that when rights had been deter mined 
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under a contract, that that no longer required any activity under sec- 
tion 152. In many instances the rights in inventions that are made 
under contract are determined, and consequently it was the feeling 
of the Commission that it might be well, therefore, to have express 
language in the statute that would provide that where the Commis- 
sion has made a determination, that such is a final determination of 
the Commission in the absence of false material statements or a non- 
disclosure of material facts by the applicant. 

Representative Horirrevp. I could see where this would be desir- 
able from the standpoint of having a true understanding in your con- 
tract. However, it will place on the Commission the burden of being 
very careful in making your contracts along this line. If there is a 
finality to the contract itself, and you are not allowed to go to other 
parts of the act for sustenance, you might forfeit your rights by fail- 
ure to properly prepare your contract in this field. 

Mr. Orson. I think we are faced with that whether we add this sen- 
tence or not, Mr. Holifield. I think this is desirable from the practical 
standpoint, because it makes it clear that the determination is final 
and settles that issue. 

Mr. Torx. Mr. Olson, on these situations where a contractor has 
filed in this country and wishes to file also abroad, is there any way 
that he can get a determination of his rights by the Commission 
within 6 months or prior to the one year period under the international 
convention ? 

Mr. Orson. There is certainly a way. Whether or not it is feasible 
or practical, I will let Mr. Anderson answer. 

Mr. Rotanp Anperson. We have made determinations in many in- 
stances immediately upon the reporting of the invention. We have in- 
dicated to contractors that we are willing to do so any time. In many 
instances, the contractor has indicated that he prefers that we defer 
our final determination because he may feel that during the course of 
the prosecution of the application, the claims may be so limited as to 
embrace subject matter that might be said to be on the borderline 
between atomic energy and nonatomic energy. For this reason we 
have often deferred the consideration of the determination of the final 
rights until the application is in condition for allowance in the Patent 
Office. However, at any time the contractor has requested the deter- 
mination of rights in order to avail himself of the privilege of filing 
abroad, we have been willing, and as far as I know have made deter- 
minations. In many cases, however, the contractor has suggested that 
we defer because he feels that if he files and we defer consideration, 
he may get greater rights. Oftentimes it is not a question of the de- 
termination being made, but it is a question of the hope that we will 
make a determination at a later date which will give him more rights 
than he would have when he first reports his invention. 

Mr. Toru. Has there ever been a situation where the Commission 
has determined it has the rights but after the Patent Office narrows 
down the scope of the claim that the Commission has then felt that 
the contractor had the rights ? 

Mr. Rotanp Anpverson. To my recollection there has not been. 
There have been instances where after the scope of the Patent Office 
claim has been defined, the contractor at that point has been able to 
show that the invention has outfield uses, in which event we have 
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made a determination according the contractor rights in the field of 
his own business. Where he can show extensive use in the field of the 
invention he may have exclusive rights in “outfields,” as we call it. 

Representative Hoxrrieip. Let us proceed now to section 153, Mr. 
Olson. 

Mr. Orson. Section 153. One of the primary purposes for the re- 
view of the patent sections of the Atomic Energy Act, as expressed 
by the Chairman of the Joint Committee at the March 11, 1959, re- 
gional meeting of the American Bar Association, v vas whether the 
ae compulsory licensing” provisions of section 153 should be extended. 

Section 153 provides that the Commission may, after giving the 
ee owner an opportunity for a hearing grant a license on any pri- 

vately owned patent, if (1) the invention is of “ ‘primary importance” 
in the production or utilization of special nuclear material or atomic 
energy and (2) the licensing is of “primary importance” to effectuate 
the policies and purposes of the act. 

The Commission has not exercised the power to date. The very 
existence of the authority may have a salutary effect and prevent abu- 
sive and unhealthy situations. The restrictive conditions and pro- 
cedures surrounding the exercise of the authority are such that it 
could only be used in comparatively rare and compelling cases where 
the patent owner refused to license a Commission-authorized private 
activity. 

Section 153 is not necessary for the Government because it may use 
any patented invention and the owner's sole remedy is to sue for reason- 
able royalty or just compensation in the Court of Claims pursuant to 
section 1498 of title 28 of the United States Code. 

One of the situations that could arise for employing this section in- 
volves the private atomic power industry. A private company operat- 
ing a power reactor generating electricity for some local community 
could find itself subject to a ‘patent infringement charge on a fuel 
element covered by a patent which was issued subsequent to the con- 
struction and startup of the reactor. In such an instance, if the own- 
er refused to license the company, the authority of the Commission un- 
der subsection 153(a) could be invoked or the company could initiate 
proceedings under subsection 153(c). If the company initiated a 
proceeding and the Commission found that the company’s activities 
met the tests of “primary importance” under subsection 153(e), the 
Commission could grant a license and if the patent owner and the 
company could not agree on a reasonable royalty the Commission 
could, after hearing, fix the reasonable royalties. The only benefit of 
the normal patent system that the owner of such a patent is denied 
by section 153 is the injunctive relief. Where the activities are of 
“primary importance” the need to deny such relief in the public in- 
terest does not permit of serious questioning. 

It is felt that, at least for the present, the policy set forth in section 
153 is sound, and the Commission therefore has suggested a 5-year ex- 
tension. As expressed in the transmittal letter : 

The Commission feels as it did in 1954, that patent incentives are a necessary 
and desirable stimulus to the development of peacetime uses of atomic energy. 
At the same time the Commission believes that the desirability of patent incen- 
tives must be balanced against the possibility of enlarging the preferred position 


of the necessarily limited number of companies, many of whom have developed 
their experience substantially at public expense. The Commission believes that 
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this balance can best be achieved through continuation, for an additional period 
of 5 years, of the compulsory licensing provisions of section 153, for as President 
Eisenhower stated in transmitting the 1954 atomic energy legislation to the Con- 
gress, “Until industrial participation in the utilization of atomic energy acquires 
a broader base, considerations of fairness require some mechanism to assure 
that the limited number of companies, which as Government contractors now 
have access to the program cannot build a patent monopoly which would ex- 
clude others desiring to enter the field.” 

Representative Hortrrep. I think the Chair can say that he is 
pleased with this position on the part of the Commission. I agree 
that there is not a broad enough base yet in this field, nor have we de- 
veloped the art near enough to the point of economic use for the peo- 
ple for us to relinquish the Government equity which has been ac- 
quired through the expenditure of public moneys. As soon as we can 
get to that point, I would like to see this section removed. But I cer- 
tainly agree that it may take another 5 years to get to that point. 

Mr. Orson. That is our feeling. 

Representative Horirterp. I think it is the point of wisdom to keep 
this in effect for the next 5 years. 

Mr. Orson. We recognize that this is a very tender issue of prin- 
ciple with many patent lawyers nd the Patent Bar Association, and 
we have considered that seriously. 

Representative Horrrieip. It is more a matter of traditional prin- 
ciple with them, however, than a matter of effect upon the present 
situation. I doubt if anyone in industry has ever asked the AEC to 
use this provision. 

Mr. Orson. That is right. It is purely a matter of principle, Mr. 
Chairman. We have had no actual situation come up to test it. 

Representative Hortrretp. You have had no one in industry ask 
for this type of cross-licensing. 

Mr. Orson. That is right. 

Representative Hoxtrieip. This would indicate that they do not 
need it or that there is no patent position that would require a re- 
quest of the Commission. 

Mr. Orson. I might point out that this is not too far afield from 
the eminent domain approach to the issue. There might be an emi- 
nent domain aspect come up if someone held a patent which was of 
such basic importance to the advancement. So this is not completely 
foreign to other remedies that are present in our law. 

Representative Horirrevp. In case we do develop the original patent 
position such as in the field of thermocouples, as fusion develops, by 
some private party, would not this compulsory licensing be useful 
in the national interest ? 

Mr. Orson. It might be very necessary. That was one of the fac- 
tors, Mr. Chairman, that we considered in deciding to recommend 
its extension. 

Representative Horirierp. Is the Government patent position at 
the present time so strong in the reactor field that a private patent 

calling for use of this section is unlikely ? 

Mr. Orson. I don’t believe we can say it is unlikely. It is the 
possibility that makes us want to continue this section. There is 
always that possibility in this infant stage of development. 

Representative Horirrerp. There is a possibility and therefore you 
think it is wise to retain it. 
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Mr. Otson. Yes, sir. 

Mr. Ramey. What is the practical situation at the present time 
with private applications that are pending for patents that might be 
subject to the compulsory licensing? It might be an important 
patent when matured. What is the practical situation of an outfit 
that would want to go ahead in using this type of invention? For 
example, a safety device for a reactor that an equipment company 
that has developed privately and is using on its reactors, and has made 
no secret that it has a patent application on it, and someone else would 
like to go ahead and utilize that safety invention on its reactor? 

Mr. Rotanp Anprrson. Of course, Mr. Ramey, at the present time, 
until a patent issues, you can use anything you are aware of, or are 
knowledgeable about. The situation that you are considering would 
develop if a patent issues on one of the pending applications of a 
private party, what the situation would be then? Is that your 
question ¢ 

Mr. Ramey. No. I just meant from the standpoint of an equip- 
ment company where there is an application by somebody else on an 
important invention, and whether or not they would go ahead and try 
to use this particular invention or would they try to negotiate with the 
other outfit, or what would be the normal practice? In other words, 
would this inhibit them from using a device, waiting until the patent 
issues, which might be several years, and thereby holding back this 
type of development ? 

Mr. Rotanp Anperson. Not in my opinion would it hold back. In 
other words, the same policies and practices that industry applies in 
other situations is available in the atomic energy area. 

Mr. Ramey. And what are those practices ? 

Mr. Rotanp Anperson. Generally speaking, if‘a company becomes 
aware of a pending application through some means or other, gener- 
ally by contract negotiations, because they see advertisements where 
companies are interested in certain fields, the company that may have 
the application pending might communicate with such equipment 
manufacturer or through some attorney or some other way, and indi- 
cate that they have a patent application pending which they hope to 
go to issue and secure strong claims and would such company desire 
to take a license so that they can start manufacture at the present time 
and continue to manufacture after the patent issues. This is normal 
procedure in the patent profession. Many agreements are negotiated 
where royalties are paid prior to the issue of the patent in the hope 
that the patent that is issued will be a strong and forceful patent. 

This same situation can exist and does exist in the atomic energy 
art as in any other art. 

(For statement by Mr. Bennett Boskey concerning possibility of 
extending section 153 to cover applications as well as patents, see 
p. 160.) 

Representative Hoxrrrecp. We will go to section 155. 


Section 156 


Mr. Orson. Until the enactment of section 155 prior knowledge or 
use in order to bar a patent application or to invalidate a patent was 
required to be available to the public in the form of a publication or 
some other public demonstration. Secret or other nonpublic records 


















70 ATOMIC ENERGY PATENTS 





were not available to defeat a patent application or the patent. Under 
section 155 prior work within the Commission program, even though 
secret, bars the patent. The proposals suggested are to clarify the 
point that patents as well as applications for patents are embraced 
within section 155 and to resolve a latent ambiguity as to the time of 
the effectiveness of the provision, namely, that it is the prior art as of 
the date the inventor claims to have made the invention. 

Representative Houtrretp. As I understand it, from your explana- 
tion heretofore, if you wanted to establish a position of having estab- 
lished a condition of prior art knowledge, you would have to prove 
by publie publication or other publicly known evidence that such 
a condition existed. Subsequent to the enactment of section 155, we 
included in this area of barring a patent the fact that there might 
be secret knowledge on file, let us say for a device which was consid- 
ered valuable to the national defense, possible application to weapon 
use, and therefore if that prior art had been established and had been 
withheld from public knowledge, subsequent to the establishment of 
that position a private citizen comes along and discovers the same art 
and which may be applicable to a peacetime use as well as to the use 
for which the Government had kept it secret, at that time the Govern- 
ment has the right to come in and say, “You do not have the right 
to a patent on this because there is prior knowledge in the secret 
files of the Government. This was established prior to your applica- 
tion and has been in use by the Government or available to the Gov- 
ernment for use in the weapons field.” Is this the point to which 
you are directing this? 

Mr. Otson. This is substantially the effect of section 155 as it has 
been in existence sinee its enactment. That is right. 

Representative Houtrietp. The effect of your additional language 
is to pin down the application for an invention as well as the inven- 
tion, is that right ? 

Mr. Otson. That is correct. 

Representative Hortrretp. Has section 155 been invoked by the 
AEC on any occasion in the past ? 

Mr. Rotanp Anperson. The Patent Office is the one who would 
invoke section 155. 

Representative Hoxrrrecp. They would do that on the advice of 
the AEC. 

Mr. Rotanp Anperson. They would do that on the basis of facts 
submitted to them, i.e., on the basis of classified reports that have 
been declassified. The Patent Office so far as I know has used reports 
that at one time were classified and are no longer classified under 
the provisions of section 155. 

Representative Horirrerp. And have they cited our patent appli- 
cations, because of the fact that there was prior art known to the 
Government ? 

Mr. Rotanp Anperson. I believe it would be fair to say that they 
have used them and cited them in the prosecution of applications, 
and whether they have actually defeated a patent application or 
merely limited the scope of the claims is a matter I think the Patent 
Office is better qualified to answer. In my opinion they have used the 
section 155 art for purposes of prosecution of applications in the 
Patent Office to limit or to bar applications on classified information 
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that has been available in the files of the Commission and is no longer 
classified, and now fully and completely public. 

Representative Hotirrmeip. What action would be taken upon clas- 
sification by the AEC of the information ? 

Mr. Rotanp Anperson. Gener ally the Patent Office has also been 
given access to information which is still classified and I believe has 
employed such information in several instances. I am not able to say 
whether they have done that very often. I can say this. They have 
used that kind of information in ‘the prosecution of applications filed 
by the Commission. They have used our own art against us. 

Representative Horrrrecp. Therefore, they have limited the field of 
application thereby. 

Mr. Rotanp Anperson. Yes, sir. 

Representative Hoxtrrenp. I can see where this would present a 
very difficult situation where a body of prior art would have dual 
application to weapons and to peacetime use. There would be a very 
fine line of judgment to be exercised there in the granting of rights 
for peacetime application which might thereby disclose processes 
which could be used by other countries in weapon production. 

Mr. Rotanp Anperson. I don’t think 155 is limited to the employ- 
ment of weapons information, but it is to the employment. of classi- 
fied information. Generally speaking it is true as of today that most 
of the information that is classified pertains to the weapons aspects 
of atomic energy. But there still may be some that is not declassified 
that does not pertain directly to the weapons aspects. 

Mr. Orson. In view of the extensive declassification that is taking 
place since the enactment of this act, I think we have improved 
the section a great deal. I think there should be much less com- 
plaint now than earlier when so much more was under classification. 

Mr. Tout. Inasmuch as one can’t obtain a patent on a weapon un- 
der section 151 (a) and (b), why is this section necessary ? 

Mr. Orson. As Mr. Anderson pointed out, this does not apply only 
to weapons. Ordinarily it would have either a dual or a single weap- 
ons aspect to it, or probably would not be under secrecy. This is for 
the inventor who has come up with something that has other than 
weapons use which would therefore be patentable, but itis under our 
prior art still under secrecy. 

Mr. Toru. This might be a military reactor. 

Mr. Orson. It could be a discovery that would have great domestic 
application but it has simultaneously a weapons application. For that 
reason that information is under secrecy. 

Mr. Tort. ‘There is an effort by the Commission to declassify any 
information. It does seem unfair to an inventor to find out for the 
first. time that the Commission has already done some work in this 
field. 

Mr. Orson. It is most unfair. That is why I emphasized that the 
area of unfairness has been diminished greatly in the last couple of 
years by the wholesale declassification. We are ‘attempting to declassi- 
fy everything that can be declassified. There are still areas of in- 
formation where an inventor might come up against this problem of 
prior classified data, prior art in a classified area, and he would have 

wasted his effort, in effect. 
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Mr. Toti. Have there been instances where applications have been 
denied because of this section ? 

Mr. Rotanp ANnperson. We do not have that information available 
tous. I think the Patent Office may be able to furnish that informa- 
tion. I would like to clarify one point here a little bit. The situa- 
tion has developed, let us say, that in 1944 much of this information 
was classified. It was declassified in 1954. The applicant filed 
his application on the invention in 1952. If it were not for 
section 155, the applicant in 1952 would get his patent. But by 
reason of the fact of section 155, the effect has been that in the 
prosecution of that application filed in 1952, the Patent Office can 
use the date of the report in 1944 to defeat or limit the scope of the 
claims of an application filed in 1952. Therefore, I would like to 
divorce this question from purely the weapons situation. It is a 
question really that came about by virtue of classification rather than 
by virtue of the weapons picture. 

Representative Horirrecp. I would just like to comment on the 
subject of unfairness to an applicant. While in the normal course of 
considerations of patent applications it might be considered unfair 
to an inventor to not have access to classified knowledge, at the same 
time the primary importance for classified knowledge is for the 
preservation of the Nation, and therefore it would be an overriding 
factor to consider, and I think the act so construes it. The defense 
of the Nation is the primary over riding factor in any inventions which 
might have weapon application. Therefore, it is one of those un- 
fairnesses which we have to sometimes bear in our society in order 
to preserve it. 

Mr. Orson. It is the greater good concept ; that is right. 

(Subsequent correspondence between the Joint Committee and the 
AEC, relative to a review of sec. 155 on the Atomic Energy Act of 
1954, follows:) 

CONGRESS OF THE UNITED STATES, 
Joint COMMITTEE ON ATOMIC ENERGY, 


Washington, D.C., April 25, 1959. 
Mr. L. K. OLson, 


General Counsel, Atomic Energy Commission, 
Washington, D.C. 


Dear Mr. Orson: In accordance with the request of Mr. Holifield at the con- 
clusion of the hearings on patents on April 23, 1959, it is requested that the 
Commission review section i155 of the Atomic Energy Act of 1954, and submit 
a memorandum concerning possible revision of section 155 to provide that prior 
art shall provide immunity to the Government from suit, rather than a bar to 
the patenting of an invention. 

Sincerely yours, 
JAMES T. RAMEY, 
Executive Director. 


U.S. Atomic ENERGY COMMISSION, 
Washington, D.C., May 6, 1959. 
Mr. JAMES T. RAMEY, 
Executive Director, Joint Committee on Atomic Energy, Congress of the United 
States. 


DEAR Mr. RAMEY: Your letter of April 25, 1959, to Mr. L. K. Olson, requesting 
comments concerning possible revision of section 155 of the Atomic Energy Act 
to provide that prior secret knowledge or use shall provide immunity to the Gov- 


ernment from suit rather than bar the patenting of inventions has been referred 
to me for attention. 





ATOMIC ENERGY PATENTS 73 


The general patent statutes, as you know, provide that prior public knowledge 
or use or publication may be employed by the Patent Office to bar a patent. The 
basie recognition of section 155 was that this policy as respects knowledge and 
use should be applicable in the case of the atomic energy program even though 
such knowledge or use was secret, since the AEC program was for the benefit 
of the people as a whole and the material was only kept secret because of the 
requirements of national defense. 

The suggestion in your letter would bring the procedure more nearly within 
the established patent procedures and still give effect to the secret prior knowl- 
edge or use in the substantive patent law by making secret prior knowledge or 
use within the AEC program a defense in a suit against the Government for 
patent infringement. Any existing problems as to the interpretation and appli- 
cation of the prior secret knowledge or use by the Patent Office under the present 
section 155 would be avoided and yet, as noted, the Government would be pro- 
tected against improper suits, provided the implementing statutory section were 
so drafted as to assure the use of any secret documents and other data as 
publications. 

It is to be recognized that the proposal would only protect the Government and 
would not give a private party the benefits now available under section 155. Any 
criticism of preterring the Government might be overcome if the proposal were 
modified to make such knowledge or use available as a defense in any patent 
suit, either against the Government or a private party. However, because of 
the tremendous investment of the Government in the atomic energy program the 
equities would appear to warrant the Government at least having the immunities 
that would be granted by your proposal. 

Further consideration of the suggestion is certainly warranted in the Com- 
mittee’s deliberation of the patent aspects of the Atomic Energy Act. 

Sincerely, 


ROLAND A. ANDERSON, 
Chief, Patent Branch. 


Representative Hortrre.p. Let us proceed to section 156. 


Mr. Ouson. Section 156 provides for the Commission granting li- 
censes on Commission owned patents pursuant to standard specifica- 
tions. The standard specifications and procedures are set forth in 
10 C.F.LR. part 81. The Commission has, to date, granted over 740 
licenses. The Commission policy as noted is to grant royalty free, 
nonexclusive licenses on its U.S. patents to all and to grant the 
same type of nonexclusive license to U.S. industry on foreign pat- 
ents. The Commission has not determined the terms and conditions 
under which it would accord licenses to other than U.S. citizens and 
U.S. industry on its foreign-owned patents. 

Suggestions have been made that the Government might alter its 
traditional policy of granting royalty-free licenses and charge royal- 
ties both on domestic and foreign patents as well as grant exclusive 
license for limited periods. Others have suggested that the Com- 
mission might adopt the British and Canadian policy of charging 
royalties on patents except as against the contractor under whose 
contract a particular development was made. Others have suggested 
that the Commission continue to grant royalty free licenses to U.S. 
industry but that it charge royalties of foreign corporations at least 
on its foreign-owned patents. It is to be recognized that not only 
do the British and Canadian Governments charge royalties but other 
governments and their agencies and owned and controlled cor pora- 
tions such as the French, Dutch, and Belgians charge royalties as 
they consider patents held by the government or their owned and 
controlled corporations and agencies a source of revenue. The suc- 
cess of any program of charging royalties would depend in part on 
the agency enforcing the patent. For example, the Commission or its 
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licensee might be required to take legal action against an unlicensed 
user. It is felt that the Commission, under section 156 and 161g has 
authority to charge royalties, to grant exclusive licenses or to sell its 
patents outright on such terms and conditions as may be deemed ap- 
propriate so that additional legislative authority does not appear 
necessary. 

Representative Hotrrreip. On that point, I am glad to see that you 
say that you have the authority in existing legislation, and you refer 
to 156 and 161g. We have had some communications with regard to 
this matter, and some of our American industrialists feel that they 
are put under a disadvantage in view of the fact that our patents 
are available free at the present time to foreign industrialists while 
on the other hand if we should need to use an English patent or 
Canadian patent our industrialists must go in and make a compen- 
satory arrangement with that government. 

Looking at it from the standpoint of Yankee bargaining it does 
seem that the Commission might be wise to explore some type of a 
quid pro quo arrangement with the British and Canadian Govern. 
ments or any other governments that might have patents which could 
be exchangeable with American industry upon application by the 
industrialists. It does not seem fair that we turn over this great body 
of patent art to a foreign industrialist to use in competition against 
us, and give him the additional advantage of patents in his govern- 
ment area without some kind of a compensatory exchange. 

Mr. Rotanp Anperson. It is the recognition of this kind of posi- 
tion that we have indicated that we are attempting to give consider- 
able study to this problem before taking any action. I think there is 
just as large a body of American thought that thinks that the U.S. 
Government should not patent anything as there is that thinks the 
U.S. Government should never charge royalties either domestic or 
foreign. You may by charging a royalty in one instance be able to 
secure some source of revenue but may spend more in getting that 
revenue than you would by virtue of giving it free. 

Also, I suppose there is a consideration in many of these activities, 
at the present time, that of advancing the Atoms for Peace Program. 
On this question, one could say, if we charge royalties, and they 
loan money to the foreign government and it pays part of it back in 
royalties rather than spending it on research is it ad yancing the pro- 
gram? I think there are many ramifications on the question of what 
the U.S. Government should do with patents when it once acquires 
them. I hope that in the considerations that the committee will be 
giving in the next several days that this is one of the things that we 
will hear the various views expressed that will assit us in guiding the 
program that.the Commission should undertake. 

Representative Horrrmip. Much to my surprise, those who have 
written me on the subject and talked to me privately have shown no 
indication of coming before the committee and making a statement 
on this subject. Iam at a loss to know why. It may be because they 
fear some type of retaliation or repercussion with some of the foreign 
government industrialists. I am not sosure what the reason is. Sud- 
denly we find there is a lack of enthusiasm on testifying on this sub- 
ject. I trust the Commission will keep the committee fully informed 
on its deliberations on this subject. 
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Mr. Rotanp Anperson. It certainly will, Mr. Holifield. 

Representative Horirrecp. Mr. Ramey. 

Mr. Ramey. On your domestic licensing policy, can a foreign cor- 
poration doing business in the United States get a license on our 
American patents / 

Mr. Rotanp Anperson. Yes, sir. 

Mr. Ramey. Is that done normally? Do you have a number of 
licenses issued to foreign capac 

Mr. Rotanp ANDERSON. Relatively few. I think if one examines 
the list printed in the committee print, you will note that most of the 
companies are U.S, corporations. 

Mr. Ramey. So you have this situation, however: A foreign cor- 
poration can get a license on U.S. patents in the United States under 
your policy as it is. 

Mr. Rotanp Anperson. Yes, sir. 

Mr. Ramey. For example, the British. A British company want- 
ing to sell a reactor here can use our technology and our patents. A 
U.S. corporation with British patents in Britain would have to pay 
a royalty; is that correct ? 

Mr, Rotanp Anperson. As I understand the British policy, it is 
to charge royalties. If this is the case, they would charge royalties, 
I am sure, of an American company the same as they do of a British 
company. If the invention was one of those that came under what 
we have designated as the tripartite agreement, the American com- 
pany could not be discriminated against in connection with any charge 
made by the British Government. 


Mr. Ramey. It would have to be the same charge but they could still 
charge. 
Mr. Rotanp Anperson. They could still charge. 


Section 157 

Mr. Oxson. The procedures and status of the Patent Compensation 
Board proceedings were set forth in the December 4 communication 
to the committee. The only material change in these matters since 
that time has been the modification of the rules so that the decisions 
of the Board are reviewable upon petition of a party. The rules ef- 
fecting this change were published in the Federal Register on April 
10, 1959. 

On several occasions the question has arisen as to whether or not 
there is any period of time as to which the proceedings under section 
157 must be instituted. In order to clarify any doubt it is proposed 
that the 6-year period of limitation be imposed in conformity with 
title 35, United States Code, section 286, as to suits for patent infringe- 
ment and the same period is imposed in section 240la of title 28, 
United States Code, with regard to civil action against the Govern- 
ment. 

Representative Hoiirtetp. Your additional language in ee 
(d) for section 157, in effect sets the 6 years as the time limitation. 
That is the only real change. 

Mr. Orson. That is correct. 

Representative Hoxirieip. Is failure to report under 151(¢c) a bar 
toan award under 157? 

Mr. Orson. I would say so; yes. As a matter of fact, Mr. Ander- 
son tells me the act expressly so provides. 

41437— 59——-6 
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Representative Hoitrretp. How many awards have been granted 
under 157? 

Mr. Rotanp Anperson. The Board has granted one award. Three 
of the principal cases that were before the Commission have been 
settled and the Board issued orders dismissing the proceedings on 
the basis of the settlement. 

Representative Hoxtrietp. Will you furnish for the record, if you 
do not have the information ? 

Mr. Rotanp Anprrson. I think we have already furnished the com- 
plete history in the December 4 statement as to the Patent Compensa- 
tion Board proceedings and the status of dockets before it was given 
to this committee. 

Representative Hoxirretp. And the awards and to whom they were 
awarded ? 

Mr. Rotanp Anperson. That is correct. 

Representative Houtrievp. I think it might be well to put those in 
the record at this point, I would say to the staff, so as to make the 
record complete, or we can refer to it in the hearings. In fact, I 
think it would be better to put it into the record at this point for 
the benefit of Members of Congress when we are considering this 
legislation on the floor. 

(The information referred to follows :) 

Question 8. List of awards granted under section 157. 

Answer 8. There have been no awards granted by the Patent Compensation 
Board under the first sentence of section 157 of the Atomic Energy Act of 1954. 
However, since the passage of the 1954 Atomic Energy Act two dockets have been 
settled by AEC and orders dismissing the dockets entered by the Patent Compen- 
sation Board. 

Docket No. 7 of Messrs. Glenn T. Seaborg, John W. Kennedy, Emilio Segre, and 
Arthur C. Wahl was settled by AEC upon payment of $400,000 to the said four 
inventors. The Patent Compensation Board entered an order dismissing the 
docket on June 3, 1955, upon the filed settlement stipulation. 

Docket No. 20 of Consolidated Electrodynamics Corp. was dismissed by the 
Board, upon stipulation of the parties that provided for payment by AEC of 
$40,000 to applicant. The Patent Compensation Board dismissed docket No. 20 
on June 30, 1958, with prejudice pursuant to the stipulation filed by the parties. 

Under section 11 of the Atomic Energy Act of 1946, the Patent Compensation 
Board granted an award on November 20, 1951, of $7,500 to Cyril E. McClellan 
in docket No. 4. 

The other dockets filed under the 1946 Atomic Energy Act were settled and the 
Patent Compensation Board entered an order dismissing the proceedings upon 
stipulation of the parties prior to passage of the 1954 act. 

Dockets No. 2 and No. 11 of G. M. Giannini & Co. were settled by the AEC upon 
payment of $300,000 to G. M. Giannini & Co. and the inventors, Messrs. Enrico 
Fermi, Edoardo Amaldi, Oscar d’Agostino, Bruno Pontecorvo, Franco Rasetti, 
Giulio Cesare Trabacchi, and Emilio Segre. The Board entered an order dis- 
missing the two dockets on June 29, 1953, upon the filed settlement stipulation. 

The Commission, pursuant to the second sentence of section 157 of the 1954 
Atomic Energy Act, established an award on November 10, 1954. It later became 
known as the Enrico Fermi award. 

The first award, in the sum of $25,000, was given to Dr. Enrico Fermi on 
November 16, 1954. 

There have been three recipients of the award in the sum of $50,000 since it 
became known as the Enrico Fermi award. The first such award was given to 
Dr. John von Neumann on April 26, 1956, the second to Dr. Ernest O. Lawrence 
on December 2, 1957, and the third is being presented to Dr. Eugene P. Wigner 
on December 2, 1958. 


Representative Hotirretp. We will go to section 158. 
Mr. Rotanp Anperson. That was the answer to question 8 and ap- 
pears in the present committee print at page 110. 








ATOMIC ENERGY PATENTS 77 


Section 158 


Mr. Orson. The final legislative proposal is that pertaining to the 
repeal of section 158. This section was deemed superfluous since the 
courts, without this express ae authority, frequently enter anti- 
trust decrees, requiring that patents be licensed. 

This sectional analysis of the proposed amendments concludes the 
presentation of the patent policies and practices of the Commission. 
If the committee has any questions with respect to the patent policies 
and practices of the Commission or the legislative proposals that have 
been discussed, we would be pleased, to the best of our ability, to fur- 
nish any additional information desired by the Joint Committee. 

Representative Hoxirretp. Your recommendation is based on the 
grounds of superfluity rather than the opposition to the provisions 
contained therein ¢ 

Mr. Orson. That is right. 

Representative Hotirietp. We were aware of that when we put this 
section in the bill and we wanted to reiterate it from the standpoint 
of emphasis, and from the standpoint of application to the atomic 
energy procedures of the Commission. 

Mr. Orson. Mr. Chairman, our Patent Advisory Board has recom- 
mended this. They say it is superfluous. I feel it is superfluous. 
There is no intent to make any change in practice. We simply felt 
it was unnecessary. 

Representative Hortrrecp. The very fact that it has been in the act 
and that you would remove it, in my opinion, would be indicative of 
the Congressional action on this part and it might establish some 
ground of contention which does not exist. 

Mr. Rotanp Anperson. I believe this is correct. There is one differ- 
ence. In most antitrust decrees the Justice Department and the courts 
have required that patents be licensed free. This provision does pro- 
vide that reasonable royalty must be paid. This is one difference over 
what could be said to be a general practice in the antitrust field. 

Representative Horirrevp. I think this is a very valid point, and 
we might very well consider language to make it conform to the ac- 
tions of the court. 

Mr. Ramey. Along that line, you could put language saying with 
or without a fee being charged, so it would be discretionary ‘rather 
than required that compensation be paid. 

Mr. Rotanp Anperson. This could very well be the case. 

Representative Hortrrexp. Mr. Ramey has a general concluding 
question. 

Mr. Ramey. We addressed a letter to the Commission dated April 
7 asking certain supplementary questions on your procedure on com- 
pulsory licensing and how you protect the Government’s interest with 
respect to AEC contractors who have extensive private atomic activi- 
ties and with former consultants that we would like to put into the 
record at this stage. There is one question with respect to how you 
handle and protect the Government’s interest as between a large 
Government contractor who is also engaging in private atomic 
activities. In your reply, dated April 15, you state that you have 
established certain preventative measures. You say that the preven- 
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tative measures are based chiefly on and arise out of a contract and the 
relations with the contractor and include such measures as: 

1. The segregation of Government work from private work as much as pos- 
sible, both as respects the physical facilities for the conduct of the activity as 
well as using separated staffs. 

As you know, Mr. Holifield has requested the Commission to look 
into the General Dynamics activities who have had both a private 
activity in the high temperature gas cooled project, in which they have 
made a proposal for Government assistance, but not underway yet, 
and they also have a contract with the Commission for the develop- 
ment of a gas-cooled reactor for maritime application. It is my under- 
standing that the staffs on these activities are not segregated. The 
person who is in charge of both projects or there is one person in 
charge of essentially both projects, and some of the people on the Gov- 
ernment project are also participating on the private project. How 
is it possible to protect your patent and your know-how situation in 
such a situation / 

Mr. RoLtanp Anperson. We recognized this and we said insofar as 
we possibly can, we attempt to have this criteria. I think the other 
procedures set. forth in that letter indicate in all instances, whether it 
be commingling or separate facilities or separate activities, the other 
procedures that we go through and adopt in order to protect the Gov- 
ernment’s interest. I certainly think today to the extent possible and 
feasible, we attempt to protect the Government’s interest insofar as the 
Commission is able to with respect to its contractors and their 
facilities. 

Mr. Ramey. I would hope in the report that the Commission pre- 
pares in response to Mr. Holifield’s inquiry that this might be given 
rather particular attention, as to how this matter will be handled. 
The Inspection Division is doing this investigation and has had it 
underway for more than a month. 

Representative Hontrrmeip. Without objection, the questions which 
the staff has directed to General Luedecke will be included in the rec- 
ord at this point, and such answers as may be received in addition from 
the Commission. 

(The information referred to follows :) 

CONGRESS OF THE UNITED STATES, 
Joint COMMITTEE ON ATOMIC ENERGY, 
Washington, D.C., April 7, 1959. 
Mr. A. R. LUEDECKE, 


General Manager, U.S. Atomic Energy Commission, 
Washington, D.C. 


DeaR Mr. LUEDECKE: In connection with the forthcoming hearings by the 
Joint Committee on Atomic Energy patent policies and procedures, it is re- 
quested that the AEC prepare and forward to the Joint Committee statements 
on the following subjects: 

1. The supplementary statement outlining in detail procedures and practices 
which the Commission has established to determine whether compulsory licensing 
of a discovery or patent is desirable or necessary. 

2. A statement as to how the Commission protects the Government’s patent 
interests with respect to AEC contractors who also have extensive private 
atomic activities. 

3. A statement as to how the Commission protects the Government’s interests 
with respect tu patent applications by former employees and consultants of the 
Commission and its contractors. 
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It is requested that the above statements be forwarded to the Joint Committee 
on or before April 18, 1959. The cooperation of the Commission in preparing 
for the patent hearings is greatly appreciated. 

Sincerely yours, 
JAMES T. RAMEY, 
Ezecutive Director. 


STATEMENTS REQUESTED BY Mr. JAMES T. RAMEY, HXECUTIVE DIRECTOR OF THE 
JOINT COMMITTEE ON ATOMIC ENERGY, IN LETTER TO Mr. A. R. LUEDECKE, GEN- 
ERAL COUNSEL, AEC, ON APRIL T, 1959 

APRIL 15, 1959. 

Question I. A supplementary statement outlining in detail procedures and 
practices which the Commission has established to determine whether compul- 
sory licensing of a discovery or patent is desirable or necessary. 

The Commission rules for declaring a patent affected with the public interest 
pursuant to section 153a are set forth in part 2, subpart C of title 10 C.F.R. The 
Commission, as stated at various times, has not had occasion to invoke the 
provisions of section 153a. That it has not been employed is due in part to the 
fact that most of the basic inventions at present maturing into patents are 
owned by the Commission and in part to the comparatively recent entrance of 
private parties into the basic atomic energy program. 

The review of patent applications in the atomic energy field under section 152, 
as well as the review of the weekly U.S. Patent Office official Gazette of issued 
patents affords the Commission information on patents of possible potential 
significance. If, upon such review, an application or patent appears of signi- 
ficance, the same is referred to the technical staff of the Commission for evalu- 
ation. If the AEC technical staff review indicates potential significance the 
same is further examined by field operating staffs, if the AEC field operating 
staffs have not previously examined the subject matter. Thus far no reviewed 
patent has appeared to be of such primary importance to warrant initiation of 
any action by the Commission under section 153a. 

Question II. A statement as to how the Commission protects the Government’s 
patent interests with respect to AEC contractors who also have extensive 
private atomic activities. 

The AEC protects the Government’s interest in inventions and discoveries 
with respect to contractors who have extensive private atomic activities (as 
well as with contractors who have only contract activities) primarily in two 
ways. One might be termed (A) preventative and the other (B) remedial. 

A. The preventative measures are based chiefly on, and arise out of, the con- 
tract and the relations with the contractor, and include such measures as: 

1. The segregation of Government work from private work as much as pos- 
sible, both as respects the physical facilities for conduct of the activities, as well 
as using separated staffs. 

2. The prompt reporting by contractors of inventions or discoveries made under 
contract. The contract laboratories and operating contractors as well as the larger 
industrial contractors have assigned personnel who are responsible to promptly 
report inventions to the AKC patent staff, as set forth in the December 4, 1958, 
answer to question 10 to Mr. Durham’s letter of November 7, 1958. 

3. The maintenance of accurate work and notebooks are kept by personnel en- 
gaged in Government activities that are likely to result in inventions. These 
books are, pursuant to contract provisions, the property of the Government. 
Work described in these note and workbooks may be reviewed by the patent 
staffs. If work of patentable significance is described and the same has not been 
the subject of an invention report by the contractor, attention is invited thereto. 

4. The submission of periodic (monthly or quarterly) technical and progress 
reports of contract work, as well as the rendering by all of final technical and 
progress reports. These reports are systematically reviewed by AEC patent per- 
sonnel for possible inventive subject matter. If an invention has not been re- 
ceived from the contractor on an item of patentable interest a request is made 
to the contractor to submit a report. 

5. The AEC patent staffs keeping in contact with AEC technical staffs who are 
reviewing the contractor’s program, so as to ascertain from such personnel 
whether there.are projects or items of particular interest. Furthermore, AEC 
patent representatives are in contact with contractor technical personnel and 
patent personnel to keep abreast of important activities. They also attend many 
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of the general technical conferences and meetings to gather information on re- 
cent developments and projects. 

6. Contractors and subcontractors are required, as part of the contract termi- 
nation procedure, to have qualified representatives furnish duly signed final pat- 
ent clearance certifications (where the contracts are for extended periods, inte- 
rim certifications are requested) in which the contractor— 

(a) Identifies notebooks kept by employees ; 

(b) Lists technical reports rendered ; 

(c) Certifies to examination of the same as well as availability of such 
to the AEC patent staff; 

(d) Certifies that there are no inventions or discoveries other than those 
set forth in the certification. 

B. The remedial measures are the statutory requirements with respect to 
atomic energy inve ntions as: 

1. Section 151e.: The inventor must report or file a patent application on an 
atomic energy invention within 90 days after certain events. Under 151d. the 
Commissioner of Patents must provide AEC access to atomic energy patent ap- 
plications. This affords the AEC staff an opportunity to check records and 
make inquiries of contractors as to any such reported inventions or patent appli- 
eations. 

2. Section 152 provides a procedure, where a patent application is in allowable 
condition, for AEC review as to whether a particular invention was made or con- 
ceived in the course of or under a contractual relationship. Each application 
referred to AEC patent staff by Patent Office under section 152 is examined, a 
check is made as to the inventor’s association with the AEC or a contractor, the 
field of invention is compared with work under a contract and other relevant 
aspects are examined. A directive to have the patent issue to the Commission is 
filed when the review shows a contractual relationship and negotiations to ac- 
quire Government rights are not successful. If any statement filed by an appli- 
eant contains any false material statements, the Commission, even after the 
patent has been issued, may request the Commissioner of Patents to transfer 
title to the Government. 

Question III. A statement as to how the Commission protects the Government’s 
interests with respect to patent applications by former employees and consultants 
of the Commission and its contractors. 

The Commission, to protect the Government’s interest in inventions, secures 
a patent employment agreement from its own employees and consultants. Con- 
tractors, pursuant to the patent provisions of contracts, are required to secure 
similar agreements from employees and consultants. These agreements provide 
for the prompt reporting of inventions by employees and consultants. The keep- 
ing of notebooks and the rendering of technical reports covering the work, as 
noted in answer to question 2, by the contractors also reflect the work of the 
individual worker and thereby disclose the nature and scope and character of 
the individual’s contractual activities. The principal industrial contractors and 
the National Laboratories have inventions and discovery personnel termination 
procedures. 

The contractor’s patent staffs as well as the AEC patent staffs review the tech- 
nical reports and other contract data for inventions. Any inventions not re- 
ported are the subject of inquiry. In addition, as with contractors, the statutory 
requirements of section 151 and section 152 are availed of to review the patent 
applications of employees and consultants in the field of atomic energy. The 
possibilities of forfeiture of the title to a patent, as prescribed by the last para- 
graph of section 152, is deemed a very strong deterrent in preventing evasion of 


contractual obligations. 

Mr. Otson. What is the date of the letter? 

Representative Hoxtrretp. This is April 7. We will furnish you 
a copy of it. I assume you have not received this. 

Mr. Rotanp Anperson. As far as I know, I have not seen the letter. 

Mr. Oxson. I have not seen it. 

Representative Hoxtrrecp. This is the letter and the April 15 reply 
on your procedures. This outlines your procedures on compulsory h- 
censing and how you protect the Government. I think you are in- 
quiring on the inquiry to General Dynamics. 
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Mr. Orson. Yes. It is my understanding that is what you ad- 
dressed your question to. 

Mr. Ramey. Yes, that is right. 

Representative Hoxiriretp. You have seen this letter from General 
Luedecke. 

Mr. Rotanp Anperson. This was prepared by us. Mr. Ramey’s 
question was with reference to a General Dynamics letter that the 
committee sent to the Commission. This letter I have not seen. 

Mr. Oxtson. What was the date again, Mr. Ramey / 

Mr. Ramey. I don’t have the date involved. We will furnish you 
the date. The inquiry is being carried on by the Inspection Division. 

Representative Hottrretp. When the answers are received, they will 
be put in at this point in the record in order that the continuity may 
be maintained. Thank you very much for your testimony. 

(The material referred to follows :) 

Fesruary 10, 1959. 
Mr. A. R. LUEDECKE, 
General Manager, Atomic Energy Commission, 
Washington, D.C. 

Dear Mr. LuEpECKE: As you know, Senator Anderson, James T. Ramey, and 
I visited Los Alamos on November 19, 1958. We received a briefing on the Rover 
program at which time we learned that representatives of General Dynamics 
Corp. had shortly before visited Los Alamos to obtain information with respect 
to their civilian program. As a result of some uncertainty as to the basis of 
their visit an informal inquiry was made of AEC by the Joint Committee executive 
director as to the circumstances of that visit. 

In your response to the executive director, by letter dated December 29, 1958, 
you advised that the General Dynamics representatives “recently visited Los 
Alamos as contractors to the Department of Defense and the AEC.” It is my 
understanding that the visit was made on November 13-14, 1958. 

In an executive session hearing before the Joint Committee of February 7, 
1959, Dr. Frederic de Hoffman and his associates denied that the General 
Dynamics representatives, who visited Los Alamos in November 1958, had done 
so as Government contractors. They maintained that the visit was pursuant 
to the access permit program, and hence the information obtained was such 
that is available to any access permittee. 

On February 9, 1959, it was ascertained from the Commission by a member 
of the Joint Committee staff that the visit of November 13-14, 1958, by General 
Dynamics was under authority of that company’s contract AT(04—3)-—187, the 
maritime gas-cooled project, and not pursuant to the access permit program. It 
was also ascertained that 12 representatives of the General Dynamics Corp. 
apparently have access to all Rover, Pluto, and ANP classified technology. 

In view of the discrepancy between the statements of the General Dynamics 
representatives at the February 7, 1959, Joint Committee meeting and the records 
of the Commission, I request that the Inspection Division of the AEC be in- 
structed to investigate this matter and to make a report of its findings to the 
Subcommittee on Legislation. In conducting its investigation, I believe the In- 
spection Division should also determine the following: 

1. What information did the General Dynamics representatives have access to 
in their visit of November 13-14, 1958, to Los Alamos under their clearance as 
Government contractor-personnel which they would not have had under the access 
permit program? 

2. What access does the General Dynamics Corp. and its associates in the high 
temperature gas cooled civilian project (Bechtal and HTDRA) have to informa- 
tion classified or otherwise in the Rover, Pluto, and ANP projects? In this 
connection, I desire to know of any visits by their representatives to AEC and 
AEC-contractor installations to obtain information concerning these projects 
from the time these projects were instituted. I would wish to know the identity 
of their representatives who made these visits and whether clearance for the 
visits were under the access permit program or otherwise? 
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3. (a) What procedures does General Dynamics have to assure that classified 
information authorized by the Aircraft Reactors Branch to the 12 designated 
representatives is not being used in its civilian projects? In this regard I would 
wish to know if any of the 12 General Dynamics representatives to whom clas- 
sified aircraft reactor information is being designated are also involved in work 
on the General Dynamics gas cooled reactor proposal? 

(b) What procedures does AEC have to assure that classified information 
made available to private companies under authority of and solely for U.S. 
Government projects is not used by the companies to their advantage in other 
projects in which they have interest? How does the Commission implement 
these procedures with respect to General Dynamics? 

I would appreciate it if the Inspection Division could look into this matter 
and make its detailed report as soon as possible. 

Sincerely yours, 
Cnet HOLIFIELD, 
Chairman, Subcommittee on Legislation. 


GENERAL DYNAMICS CORP., 
New York, N.Y., February 11, 1959. 

Hon. CLINTON P. ANDERSON, 

U.S. Senate, Washington, D.C. 


DEAR SENATOR ANDERSON: At the Joint Committee on Atomic Energy hearing 
on February 7 concerning the Philadelphia Electric-HTRDA proposal, the ques- 
tion arose about a recent visit made by General Dynamics personnel to Los 
Alamos. I have had an opportunity to examine the matter further and find 
that Dr. Pigford and I were indeed not in possession of the full facts in this 
matter when making our reply to your questions. You will recall that I stated 
to you that I would eheck into the facts of this matter and report these to you. 
Upon so checking I find the following: 

Although the management of General Atomic Division, including myself, were 
under the impression that the visit of Dr. Gurinsky and Dr. Simnad and asso- 
ciates was being made under the access permit, the visitor from 277 in fact 
stated the visit was being made under the MGCR. I shall elaborate more fully 
below how this error appears to have arisen. 

Your committee raised the question whether information obtained at Los 
Alamos contributed to the formation of the November 21 proposal. I believe you 
will be reassured to know that this was not the case. As you know, by then 
this reactor had been under technical discussion for more than a year. In August 
1958 the General Dynamics Corp.-Bechtel Corp. report was issued describing the 
40 electrical megawatt system. The visit of the General Dynamics personnel to 
Los Alamos took place on November 13 and 14, 1958. The proposal to the Com- 
mission by Philadelphia Electric had, of course, been essentially prepared in 
Philadelphia by that time. The people involved in the Los Alamos visit returned 
to General Atomic in San Diego on the weekend of the 15th of November. By 
this time the proposal to the Commission was being printed in Philadelphia, 
inasmuch as it was being taken up with the Atomic Energy Commission on 
Wednesday, November 19, in Washington, D.C., and was formally submitted on 
November 21, 1958. 

I have checked with Dr. Gurinsky and Dr. Simnad regarding the use of the 
information discussed at Los Alamos since that time. They assure me that 
the information gained as a result of the visit has not been used in the HTGR 
design or development to date. If the receipt of any such information resuits 
in an invention in this project, the disposition of title to such invention would 
be determined by the Government under the proposed patent clause which we 
are negotiating with the AEC. 

Let me now return to reporting to you in detail what I have been able to 
ascertain about the circumstances surrounding the visit. 

In October, General Atomic scientists made arrangements to visit Los Alamos 
to discuss high-temperature properties of graphite and the properties of ura- 
nium, zirconium, titanium, and thorium carbides. The initiation of this visit 
is recorded in an exchange of correspondence between Dr. David Gurinsky, of 
General Atomic, and Dr. R. B. Baker, of LASL, dated October 27 and 29, respec- 
tively, copies of which are attached. You will note that the letter from Gurin- 
sky expressly indicates that General Atomic was interested in exchanging infor- 
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mation on two different high temperature gas-cooled reactors; one supported 
by the AEC and the Maritime Commission and a different one sponsored by 
General Atomic as a commercial development. 

Following the exchange of this correspondence, Dr. Pigford, assistant labora- 
tory director, instructed the General Atomic employees involved in this visit 
that the visit was not to take place under the MGCR contract as alluded to in 
Dr. Gurinsky’s letter, but was to be made strictly within General Atomic’s 
access permit. 

Following the hearing, we checked the visit record at General Atomic and 
found that the visit notification had been made on visit form No. 277 and re- 
ferred to the MGCR contract. Dr. Gurinsky, who led the group which was 
to visit, assured me that shortly before the actual visit was to be made they 
were definitely under the impression their group was to go under the access 
permit auspices only and, therefore, feel that form No. 277 was prepared in 
error. They state further that they were unaware at the time of their visit 
that form No. 277 actually referred to the MGCR and believed it referred to 
the access permit clearance, since they were unaware of the error which allowed 
the wrong visit form to go forward by the General Atomic security office. The 
General Atomic visit file reflected copies of the Gurinsky-Baker letters referred 
to above which apparently formed the basis for the use of the improper form. 

Our records reflect that the visit to Los Alamos took place on November 13 
and 14 by Dr. David H. Gurinsky, Dr. Massoud Simnad, Mr. Walter V. Goeddel, 
and Mr, Dale Johnson. 

Our check with the people who made the visit and their thoughts pertaining 
to the visit indicated the following: LASL personnel heid technical discussions 
with General Atomic visitors and provided the technical references to the 
reports where the information discussed verbally was contained. The reports 
referred to were: 

(a) AEC D-4260: Preliminary investigation into preparation of extruded 
graphite (declassified March 18, 1958). 

(b) LA~-2198: Turret, high temperature gas cycle reactor proposal (published 
January 23, 1958). 

(c) A/Conf. 15/P/618: Geneva paper-diffusion of fission products at high 
temperatures from refractory matrices (G. A. Cowan and C. J. Orth). 

(d@) Paper by W. V. Green et al., to be presented at AIME meeting on Febru- 
ary 15, 1959. Abstract submission deadline (to the institute) was November 1, 
1958. 

The General Atomic personnel all have Q clearances. They were not, how- 
ever, at the time of the visit, authorized access to C-—84 or C-—86 information. 

May I also say that we are well aware of the contractual obligation and as 
well as other security prohibitions preventing transfer of any information 
obtained under the MGCR contract and, in particular, under categories C—84 and 
C-86 being made available to any commercial activity at General Atomic. My 
instructions have consistently been to meticulously live up to these obligations. 

I sincerely regret that I was not aware of the actual circumstances surround- 
ing the Los Alamos visit when I testified before your committee. I believe that 
this letter sums up the facts as we understand them and would appreciate 
having Dr. Pigford’s and my testimony supplemented accordingly. 

Yours sincerely, 
FREDERIC DE HOFFMANN, Vice President. 


U.S. ATromic ENERGY COMMISSION, 
Washington, D.C., May 15, 1959. 
Hon. CHET HOLIFIELD, 
Chairman, Subcommittee on Legislation, Joint Committee on Atomic Energy, 
Congress of the United States. 


DEAR Mr. Howirretp: A report to the General Manager by the Division of 
Inspection of the Atomic Energy Commission, on the subject matter contained 
in your letter to me of February 10, 1959, is attached. 

The report is an internal document of the Commission and its substance would 
normally be transmitted to you by separate report. However, due to the ne- 
cessity for the specific detail contained in the report to the understanding of 
the problem, the full report is transmitted in this instance. 
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In reviewing the report, it is noted that the particular visit covered by the 
report was not included in the listing of visits contained in exhibit D. The 
listings in this exhibit are in addition to the visit which is the subject of the 
report. 

Sincerely yours, 
A. R. LUEDECKE, General Manager. 


CONGRESS OF THE UNITED STATES, 
JOINT COMMITTEE ON ATOMIC ENERGY, 
Washington, D.C., May 25, 1959. 
Gen, A. R. LUEDECKE, 
General Manager, U.S. Atomic Energy Commission, 
Washington, D.C. 


DEAR GENERAL LUDEDECKE: I am in receipt of the report to the General Man- 
ager, AEC from the Division of Inspection which you forwarded to me by 
letter dated May 15, 1959. 

When the Commission has completed its review of the report, I would appre- 
ciate it if you will inform me as to the Commission’s comments and any action 
to be taken. I would be particularly interested as to views the Commission may 
have relative to correcting possible deficiencies in existing administrative con- 
trols to assure against commingling of restricted data available to a company 
through Government contract with eommercial work of that company. 

Thank you for your assistance. 

Sincerely yours, 
CHET HOLIFIELD, 
Chairman, Subcommittee on Legislation. 


Mr. Hortrretp. At this point we are pleased to have before us Mr. 
Jo Baily Brown, a member of the AEC Patent Advisory Panel. Last 
week I instructed the committee staff to send telegrams of invitation 
to Mr. Ooms, Mr. Dienner, and Mr. Brown, the members of the three- 
man panel, inviting them to attend these hearings and give us the bene- 
fit of their comments. Mr. Ooms and Mr. Dienner were unable to 
attend, but we are pleased to have Mr. Brown here this morning. 

The view of all three members of the Patent Advisory Panel have 
been reprinted in Chapter IV of volume I of the Joint Committee 
Print on “Selected Materials on Atomic Energy Patents” from pages 
25 to 39. In particular, Mr. Brown’s memorandum as contained at 
pages 36-39. Because of limitation of time, I will not ask you to read 
this memorandum which has already been made available to us, Mr. 
Brown, but I do have some questions, and I would appreciate receiv- 
ing your answers. You had not planned to give that statement again, 
had you? 


STATEMENT OF JO BAILY BROWN, MEMBER, ATOMIC ENERGY 
COMMISSION, PATENT ADVISORY PANEL 


Mr. Brown. No, I see no purpose in reading it to you. 

Representative Hoirretp. Would you like to make any comments? 

Mr. Brown. I would like to make a few general statements and 
then I would be glad to answer any specific questions. 

In the first plac e, [ am not appearing here officially asa representa- 
tive of the AEC or of the Patent Advisory Panel. When I received 
your telegram I called Mr, Anderson to ask what it was about. He 
said he knew nothing about any invitation to me or to the panel, and 
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that if I appeared, it must be understood it was voluntary and at my 
own risk, so to speak. 

Representative Hottrretp. We understand that, sir. We invited 
you because of the fact that you have been considered to be qualified 
to sit on the Advisory Panel and offer your advice to the AEC, and we 
thought that your testimony to this committee would also be helpful 
Whether we happen to agree with you or not, that is not important. 

Mr. Brown. I think I would like to make a statement to the com- 
mittee that goes rather deeply to the whole matter of this statute that 
we are talking about, rather than to detail. I would like to say that 
I make this in due modesty, because it is my personal opinion, but it 
is based upon careful thought and study. 

By way of qualification of my opinion—admittedly purely opin- 
ion—I may say that for over 45 years I have ipitiendl patent law 
exclusively. In the first part of it 1 had Patent Office practice in pros- 
ecuting applications and interferences. In the latter part of my pro- 
fessional life, which is now nearly finished, being 72 years old, my 
practice has been in litigation for and against some of the very big 
corporations of the country, and also some of the very small ones, 
and for many individuals. So I think I have kind of a bird’s-eye view 
of the operation and effect of the patent system. 

I believe in it. I have done a lot of work on patent law revision 
in the patent section of the American Bar Association and others. 

With that preface, 1 want to say that it seems to me the AEC or 
perhaps Congress—because it has more or less put the AEC in a 
straitjacket in many respects—are misunderstanding the effect of pat- 
ents taken out by AEC and patents owned by AEC. I think that a 
patent owned by the AEC is a dead duck. I don’t see that it means 
anything per se to anybody, except possibly as a matter of trading 
between governments. As I understand what has been said by the 
representatives of the AEC, and by what seems to be the understand- 
ing of the committee here, they have a feeling that these patents are 
necessary to protect the Government and the atomic energy industry 
generally from patent monopoly. As a matter of fact, since the 
Government gives free licenses under all its American patents, and 
since the major part of industry is required to assign all of the inven- 
tions which the AEC wants to take, to AEC, it really means that the 
patent system has little effect on industry in the United States, so 
far as normal functioning of a patent goes. Of course, it is trite to say 
that a patent is merely a right to exclude others in the United States 
from using in any way the inventions covered by the patent. 

When I went on the Advisory Panel of the Patent Section of AEC, 
I knew substantially nothing about this act, and very little about the 
art involved. It was too abstruse for me to take up. We represented 
no clients in any operation under it. I have no clients now, I may 
say, that are directly interested in any part of the act that I am going 
to discuss. When I got into this thing and began to study it, and par- 
ticularly after the meeting of April 15 of last year before the Patent 
Advisory Panel and AEC Counsel—which I understood was called 
to let industry express its views as to the working out of the patent 
sections of the Atomic Energy Act—I was greatly impressed by the 
men that appeared, their ability, and the careful way in which they 
stated their positions. I was impressed with the almost unanimity of 





86 ATOMIC ENERGY PATENTS 


the industry representatives in disliking a number of features of the 
act and the policy of AEC in carrying out the act. So I have made 
quite a study, as far as my thought is concerned, along this line. 

It seems to me, frankly, sir, that the patent chapter of the Atomic 
Energy Act, rather than advancing the public welfare and protecting 
the United States, and preventing something that we all would object 
to, is failing in its major objective. I understand that the Commis- 
sion’s point of view and the act itself is to foster development of the 
atomic energy field for the benefit, primarily of the U.S. citizens, and 
the industry asa whole. 

It seems to me that if you take away from the companies that have 
put their personnel and their valuable know-how resources into carry- 
ing on contracts for the Government the incentive of obtaining a pref- 
erential position with respect to competitors and others in the patent 
field, you largely discourage what you are trying to bring about. That 
is, normal progress in the development of atomic energy by industry, 
as distinguished from Government subsidy and Government owner- 
ship. 

I realize, and I certainly sympathize with the thought that the 
Government should not spend many, many millions of dollars and 
then let somebody individually get the full benefit of it. But those 
active in this industry, as far as I know, feel that they would be 
better off if they had a chance to earn certain competitive advantage 
over each other. That is the way normal industry functions. A 
corporation or a person invents a better way of doing something, and 
as a result he has a sales or use advantage. That is what the patent 
system has been for and that is the way it has worked with overall 
satisfaction to the public. 

Mr. Toit. May I ask you a question there ¢ 

Mr. Brown. Yes. 

Mr. Tou. Is there anything in the present law to prevent industry 
from privately sponsoring an invention and getting that advantage? 

Mr. Brown. I assume you mean at their own expense? 

Mr. Tou. Yes. 

Mr. Brown. I think a general answer to that is “No.” 

Mr. Tort. Could it be argued that the present laws encourage 
private development? If someone thinks a patent is important, he 
will develop it at his own expense. That is private enterprise at its 
best, it seems to me. 

Mr. Brown. That is private enterprise, but you are confronted with 
the Atomic Energy Act which practically gives a monopoly on the 
utilization of atomic energy to AEC, under the conditions it imposes 
on industry. You can’t buy atomic fuel, for example, or other things 
to be utilized except under license from the AEC. As I understand, 
AEC imposes conditions upon how it is to be used and what is to 
be done with it. Also, you have this compulsory license clause in the 
act, so that if you do develop something of controlling importance 
privately and get a patent on it, AEC can require it to be made avail- 
able to all the competitors. 

Representative Hotrrieip. That is true, but on a reasonable royalty 
basis. Unless you take the position that a person who obtains a 
patent has a right to exclude everyone from the use of that patent, 
then this distribution of the benefits of the patent is not denied to 
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the public under this arrangement. I might say in defense of the act 
itself that the Congress considered that where many millions of 
dollars of the public moneys were being spent in research and develop- 
ment, that the benefits of that expenditure should not accrue to one 
or two or three or four contractors who had, because of the national 
defense, been permitted to operate under contract in the field and 
acquire prior knowledge of techniques and hardware and so forth. It 
was to protect all of industry against allowing these few people who 
had worked for several years under contract with the AEC in the 
national defense effort from stepping out and establishing patent 
equity in the field at the disadvantage of all the rest of American in- 
dustry. We found ourselves in a peculiar position here. We felt that 
public moneys had been spent for research and development. As is 
the case of a private individual spending his own money, he establishes 
an equity. This is the whole basis of your patent law. If a private 
individual spends his own money and his own brain power, and es- 
tablishes a position with respect to a process or hardware, he is 
entitled to reward for his expenditure and initiative. Likewise, we 
felt that if the Government spent the public money, the Government 
was entitled to that same position of equity, that it could acquire these 
patents and then make available to society the benefits. Make avail- 
able first to all of industry the utilization of all these patents which 
would be beneficial to all industry without discrimination, because 
tax money comes from all industry and all the people in the United 
States, and therefore society would get the benefit of these advanced 
techniques and advanced hardware devices as quickly as possible. The 
Government would be thereby acting in accord with the best in- 
terests of all the people. 

We have provided under the act that if a corporation spends its own 
money and develops a patent position that they can obtain a patent, 
and they can utilize that patent. However, if the patent is of primary 
importance—if it would strangle all of indusrty—we know that patent 
could not have been obtained if it had not been done in the basic 
research and development, then it must make that patent available 
en a reasonable basis to other manufacturers. 

As the testimony has shown, it has not been necessary to utilize this. 
Certainly there has been no dearth of applications for patents either 
by private industry or by Government in this field. There have been 
a great many hundreds as the charts in our prepared material show. 
There has been a great advance in this industry. So certainly the 
industry has not been held back. 

In the opinion of the committee and the Congress, we feel that they 
were working in an enormous situation and we had to protect the 
equities which had been established by Government expenditures. 
Now, as Government expenditures in research and development go 
down, and private industry expenditures go up, or if we get this in- 
dustry on a plane where more participants are involved in it than the 
few who had the advantage of the initial contracts with the Atomic 


Energy Commission, the Congress undoubtedly will probably repeal 
this part and put it on the basis of the rest of private industry. I 
think in all fairness you must recognize that the Congress found 


itself in a unique position here. You spoke of the ownership. I might 
comment on that. 
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It has been felt necessary in the national interest to take this very 
beneficial material and very dangerous material and to control it so 
closely that the inventory of it would be known to the Government 
for the welfare of the Nation. It is obvious that you cannot allow 
powerful material like this to go into the hands of people as you do 
steel and rubber and other industrial materials because of its very 
toxic eilect, first, and secondly, its powerful effect when used as a 
weapon. So in tie interests of the Nation it has been found necessary 
up to this time to have Government ownership and Government 
accountability of every gram of this material, if it is possible. So 
we are ii a unique position. It is not like dealing with sand or 
cement or iron or rubber. What we are trying to do in the Congress 
is to protect all the American people. We feel that this is more im- 
portant than to give a single individual or a single corporation some 
peculiar monetary advantage. As soon as this peculiar situation is 
dissolved along with others 1 am sure 1 would welcome a chance to re- 
peal this type of legislation. 

Mr. Brown. I feel, and a good deal of industry feels, that the time 
has come for the Atomic Energy Act to be materially modified. As 
long as it stays as it is, J don't see how inc iustry, and particularly 
big industry, where it is taking contracts that involve millions of 
dollars, is going to spend its own money. 

Representative Houtrietp. Let me call _ attention to one case 
that is before this committee right now, to show you how wrong 
you may be. The General Dynamics people have testified before 
this committee that they now have 17 patents pending on the high 
temperature gas cooled reactor concept, and they have 3 others pend- 
ing, I think. This is a company that plans to put some $24.5 mil- 
lion—with their associates—into a reactor development, along with 
$14.5 million of research and development. They confess their in- 
ability to do the job by themselves, although they are willing to place 
$24.5 million on the line. In placing that on the line, they have 
nevertheless found that it is possible for them to apply for some 20 
patents altogether in this one particular field. If they come to the 
Government and ask for $14.5 million of tax money—moneys W hich 
you and I have paid in our income taxes—should that $14.5 million 
be used to perfect a group of patents for this one partic ular company, 
or should that $14.5 million retain for the people the equity which the 
furnishing of the money demands? This is the question that faces 
the committee. We are spending public money. We are not spend- 
ing private money. When we spend public money we have to see 
that public money is expended to the best benefit of all the people. 
So this is a unique position. It is not comparable to the routine 
of business. 

Mr. Brown. I appreciate the difficulty of the whole situation. 

Representative Horirmcp. Let me ask you a specific question. 
Would you advise us to give this $14.5 million worth of tax money on 
the high temperature gas reactor and turn over to the General Dy- 
nainies Co. the right to patent everything that is developed with that 
money ¢ 


Mr. Brown. Subject to license to the Government for all Govern- 
ment uses, yes. 
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Representative Houirtecp. In the first place, the Government would 
have a very limited use of it. In the second place, to retain in the 
hands of the Government the right to use it for government use would 
defraud the people. The Government is not a mythical entity. The 
people are the Government. It would defraud all of these other in- 
dustries which have sent tax moneys into the $14.5 million fund irom 
getting any benefit out of their tax money. 

Your position, as 1 understandt it, is that we should turn over to 
General Dynamics all of the patents which might accrue from the 
$14.5 million research and development fund they request—of Gov- 
ernment money—and allow them to patent anything that is patentable 
in that field of discovery as a result of the expenditure of that $14.5 
million. Is that your position ¢ 

Mr. Brown. Yes. I think it would be to the advantage of the 
country and a saving of money to the country in the end, considering 
your question as a matter of principle, and not as a specific instance. 

Representative Houirietp. We are dealing with specific instances in 
the expenditure of money. We have to apply the specific answer. 
Your answer is yes, we should turn over to General Dynamics, and 
if we do the same thing with General Electric, we turn it over to 
them and we refuse to let Westinghouse and Monsanto and Babcock 
& Wilcox have any access to those patent fields. We give it to the 
individual contractor, whether it happens to be contracting with the 
Government and receive the beneficience of the Government grant of 
funds. That is your position ? 

Mr. Brown. I don't like to contend with the chairman. 

Representative Houirrecp. This is not anything personal. 

Mr. Brown. I understand, sir. 

Representative Hoxtrietp. 1 appreciate your views and respect 
them. 

Mr. Brown. I answered your question by saying yes, that is my 
position. I would like to say one thing about it. I think a major 
objective of the development ‘of the use of atomic energy by AEC is 
for the purpose of getting improvements in it, to advance the art, and 
to have important inventions made. I believe that object would be 
obtained better by permitting those who make those invention to get 
some competitive ‘benefit from them. As I understand it, if they have 
to turn their inventions over to the AEC to be patented, under the 
present statute and AEC policy, they get no individual benefit of 
their inventions, no matter how important t they may be. 

Representative Horirrevp. This is where Government money is 
being expended. If they expend their own money they have the right 
to patent. 

Mr. Brown. The Government money is being spent, as I understand 
it, for the public good. My answer to you is that in my belief the 
public good would be advanced further and faster if those who are 
allowed to spend Government money could get some personal advan- 
tage of making improvements and inventions in this art. As it is 
now, as I understand it, there is no advantage to the man or com- 
pany that is spending some of its money and some of the Govern- 
ment money to make inventions. I don’t see any advantage to any- 
one in making inventions which AEC will patent and which will 
thereby become practically free to the world to use. 
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Representative Hoxirrerp. They get many advants ages out of these 
contracts. We have no scarcity “of people who come in asking for 
contracts in which these hundreds of millions of dollars of Govern- 
ment expenditures are involved. They have the advantage of making 
a profit on the reactor which they intend to build. They have the 
advantage of acquiring know-how in a new field and art. I can as- 
sure you that they are very enthusiastic in accepting these contracts, 
There is no dearth of applicants for these hundreds of millions of 
dollars worth of contracts which are let. 

Mr. Brown. Did it ever occur to you that there is a large profit in 
these contracts and that that may be an impelling motive of the 
people taking the contracts, in the absence of getting the preferential 
advantages of their inventions, which industry representatives at the 
April 15 meeting seemed to think they would prefer to anything else. 
As long as the Government is willing to spend hundreds of millions 
of dollars, of course some contractors will be found to take the con- 
tracts, if they can make one or two or three or more million dollars of 
profit’ on the contract per se. But industry, as I understand it, says 
that individuals would rather take the chance of having competitors 
have exclusive rights to something, and each individual have the 
same chance of getting a preferential advantage under the patent 
laws, than to have it as it is, with no chance of competitive advantage 
to anyone. 

The theory of the AEC Act seems to be that atomic energy shall be 
developed at public expense and for the public good with preferential 
advantage to no one until industry takes over. My personal feeling 
is that as long as the Government takes their inventions away from 
the contractors, and as long as it is willing to pay the high price to 
have industry go into AEC development. on the present statutory 
basis, industry is not going to c: arry the major load, either financially 
or by individual research, e except in certain limited specific respects. 

Representative Hoxirrerp. Your analysis of the situation is not 
factual. Industry has all of the right to spend its money that it 
wants to in this field and certain industries, like Commonwealth 
Edison and General Electric and others, have spent many millions 
of dollars in the field of their own volition. The Government does 
not do all the work. The field is wide open for any kind of a proj- 
ect which industry will finance on its own. 

Mr. Brown. But with no patent advantage where Government 
contract is involved. 

Representative Hoirtetp. But because industry has not seen fit to fi- 
nance on its own in this field, realizing that it is a nonprofit field, the 
Government has in the national interest decided to accelerate the 
development of it by Government expenditures. I assure you that 
there is a broad field where they can come in. They can acquire their 
own techniques and know- how. They can obtain patents on them. 
It is true that they can’t exclude everybody else in the field because 
they can’t do this without access to the great body of information 
which has been bought by the taxpayers, some of which is secret, but 
which is accessible to them on access permits, which gives them ‘that 
prior adventage. 

Mr. Brown. May I add just a little bit? I was taught early in prac- 
ticing law never to argue with the court. I am afraid that I have 
been led into that with the chairman. I am sorry for that. 
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Representative Hottrrerp. You need not apologize. Your opinion 
is valuable to this committee. I am not arguing with you from the 
standpoint of personal controversy but trying to explain to you the 
posit ion of the committee. 

Mr. Brown. I think I understand the position of the committee 
and the position of the Atomic Energy Commission. It is a difficult 
one. I think it arose historically on the basis that atomic energy 

came out of a clear sky, so to speak. I hope I have made my position 
clear as far as I have gone. 

May I say, sir, that the Patent Advisory Panel, at least as far as 
[ am concerned, did not see the amendments to the present act which 
have been proposed by the AEC. I only saw the printed copy after 
I came to Washington for this hearing. I have read the amend- 
ments, and if I am asked anything I shall be glad to tell you what 
I think. I frankly think that the AEC report on the patent chapter 
amendments should have been sent to the Patent Advisory Panel, and 
that the Panel should have been given the necessary time to consider 
the proposed amendments. 

As Senator Anderson said yesterday, one can spend a half day or 
a day on one word being changed in a statute. We have not had a 
chance to do that. 

Representative Hontreep. Let the Chair say that if the Panel 
wishes to study this and present to us in written form any comment 
upon the amendments th: it the committee will be glad to receive them. 

Mr. Brown. As far as my limited experience as a member of the 
Panel is concerned, it only meets or acts on the call or authorization 
of the General Counsel. Unless the General Counsel—who apparently 
has not seen fit to do—should ask the Advisory Panel to give its ad- 
vice on this, I don’t think you will get it. I am not quarreling with 
that because at my age I don’t care to spend 2 or 3 days on something 
if it is not going to mean anything to anybody. 

May I say one other thing. In the preliminaries that led up to the 
reports that were filed by the Panel, there was some correspondence 
between members of the Panel and Mr. Anderson, and I wrote a couple 
of memorandums and letters which set forth my position more fully 
and more clearly than I have been able to do on the spur of the moment 
here. 

I would be glad to have those put in the record, if you care to have 
them. 

Representative Horirrerp. The committee will be pleased to receive 
them. 

(The information referred to follows :) 





BROWN, CRITCHLOW, FLIcK & PECKHAM, 
Pittsburgh, Pa., November 14, 1958. 
Re AEC Patent Panel. 
JOHN A. DIENNER, Esq., 
Chicago, Ill. 
CASPER W. Ooms, Esq., 
Chicago, Ill. 

GENTLEMEN: Receipt is acknowledged of a copy of Mr. Dienner’s letter of 
October 27. I have also received a copy of Mr. Anderson’s comment, dated 
November 6, on the Dienner letter. 

Mr. Ooms’ tentative report on the patent sections apparently has not been 
completed. After that is done will probably be a more appropriate time to 
comment on his suggestions. 
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I think the Panel should have another meeting in the not distant future. Per- 
haps after Mr. Ooms’ completed draft is in we can further individually express 
ourselves on specific points as to which there may be differences of opinion, pre- 
liminury to a meeting to agree on a report. 

Since it may help the Panel members to crystallize our thoughts before a fur- 
ther weeting, with apologies, I will add to the confusion again by this supple- 
mental letter. 

I assume we have no status to discuss the Atomic Energy Act, or any policy 
of the AEC under it, except the part relating to patents and inventions in the 
atomic energy field. 

Mr. Dienner’s letter (second paragraph) assumes that our present task is a 
review of the Atomic Energy Act. Doubtless he means only insofar as it relates 
to patents. I am still uncertain as to just what the overall function of the 
Patent Panel is, how much initiative it is allowed, and even just what is ex- 
pected of us at the present time. If Mr. Anderson or General Counsel could 
make the Patent Panel status and duties more clear to me it would help me 
meet my obligations as a Panel member. 

In my essay of October 13, 1958, I was proceeding substantially without 
chart or compass, due to being a movice on the Panel, and with admittedly very 
inadequate experience with the many obviously difficult and complicated prob- 
lems of AEC in this field. I felt presumptuous in suggesting that the Panel, or 
the AEC, or the Chief of the Patent Section, was not giving suflicient considera- 
tion to the points raised at the April 15 industry meeting. I believed industry 
had made a prima facie case, and that the discussion and action at the Septem- 
ber 9 Panel meeting failed to assume the burden imposed on AEC by the indus- 
try complaints and suggestions. 

I indicated that some of the patent sections of the Atomic Energy Act seems to 
me unfair to domestic industry. After further study I still feel that the patent 
chapter is unwise special legislation, and further that the AEC policy of taking 
out patents in its own name on all important inventions in this field, both in 
the United States and abroad, and its overall policy and practice concerning 
patentable inventions, is fundamentally unsound, results in patents of little or 
no value to the United States, and causes loss of normal benefits of patents to 
the public and to our industries. The present policy does not seem to me to be 
required by the statute. 

Mr. Dienner’s letter goes further tha I dared go. I felt that since he and Mr. 
Ooms have been on the Patent Panel almost from the beginning of the AEC, are 
familiar with the problems and arguments pro and con on the patent issues, that 
they had approved the patent sections of the act, and had approved the AEC 
patent policies as they have been stated and administered for AEC through Mr. 
Anderson. My reluctance to criticize the status quo, primarily was due to my 
lack of personal background information. It was further based on very sincere 
respect for the wisdom and judgment of Messrs. Dienner, Ooms, and Anderson— 
all of whom I have known professionally for many years. 

My tentative conclusions, arrived at with admitted misgivings, have been 
materially reinforced by Mr. Dienner’s Panel letter of October 27. I am in ac- 
cord with most of his thinking and statements. On some of the less important 
points he touches, I would like further information and discussion before agree- 
ing or disagreeing with him. 

Since our September meeting I have tried to acquire more comprehensive 
knowledge of the history and purposes of the present Atomic Energy Act, and 
particularly of its patent sections. 

It seems to me that the overall purpose and effects of the present statute, 
aside from defensive secrecy, to make the entire atomic energy field, at least 
in this country, now and hereafter, substantially a Government monopoly—osten- 
sibly pro bono publico. This follows from the fact that all domestic material 
useful for atomic energy activities of any kind is by statute made property of 
the United States, and all disposition of such material here and abroad must be 
licensed by the AEC, and used as directed by it. 

From one point of view, the governmental ownership or control of all material 
and accessories utilizable for exploitation of atomic energy, and the AEC power 
to control, direct, and administer all commercial activities and developments in 
the atomic energy field, remove that entire field from any normal functioning, or 
useful application of the general patent statutes. So viewed, there is no need 
apparent to me for the patent activity in this field of AEC. Its statutory right to 
exclude is not dependent on patents, or patent law as generally applied. Its 
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right to operate in this field regardless of patents not owned by it is protected 
by the patent statute cited by Mr. Dienner (28 U.S.C. 1498). 

In ettect we have a special patent law for atomic energy, inconsistent with the 
general patent statutes. I have no doubt that Congress can make such law. 
The Constitution gives Congress the power to provide patent protection to in- 
ventors, but does not require it to exercise that power. I believe Congress could, 
if it saw fit, repeal all patent statutes and abolish the patent system in toto, or 
modify it as it sees fit to do. 

Assuming the foregoing generalizations to be in substance correct, there seems 
to me to be no useful purpose or value in the taking out or ownership of United 
States or foreign patents by AEC. Mr. Dienner calls such patents sterile. Giving 
that word its restricted technical meaning, I would change it to a stronger term 
something analogous to the legal expression nullum bonum. Mr. Dienner seems 
to agree that AEC or the United States will never enforce such patents. No 
activity of AEC known to me indicates a contrary intention. In my opinion it 
cannot enforce them as patents. That seems to me doubly true of patents 
obtained by AEC under the provisions of section 152, which is based on a statu- 
tory fiction. What then is the utility of AEC maintaining a patent soliciting 
section at very substantial governmental expense, if it produces nothing of 
value to anyone in the form of patents? 

Would it not be simpler—if the present practice is permanent as the fixed in- 
tent of Congress and the AEC—to arrive at the same practical result by rewriting 
the patent chapter of the AE Act in one paragraph to provide that no U.S. patent 
on inventions relating directly or indirectly to atomic energy material or its 
utilization shall be granted or enforced insofar as it restricts or could restrict any 
activity of, or authorized by, the AEC? That may be very nearly the practical 
effect of the present law and its present administration, so far as domestic 
patents are concerned. If there are exceptions they are created or permitted 
by AEC. They are not matters of right under the statute. Industry can hardly 
depend on privileges that may or may not be granted at a later date. 

If, on the other hand, the position be taken that important inventions in this 
field should be patented, and that such patents will be enforcible in accord with 
prior existing patent statutes and practice, it seems to me that such inventions 
and patents thereon must belong to the inventors and their assignees, subject to 
established law concerning the respective rights of inventors and their em- 
ployers, the government being duly protected where it has financed the inventor 
or contractor assignee. Only by ownership of patents, domestic or foreign, by 
private parties, are they of any real value as patents. Only if patents are of 

value to the inventors and their assignees is there any substantial incentive to 
invent and patent. Profit possibility, financial, or as competitive advantage, or 
otherwise, is generally understood to be the major spur to personal research, 
study, experiment, voluntary work, risk of lost time and expense, etc., normally 
precedent to the making of valuable inventions. If such incentive is removed, 
as it seems to be for individual and contractors under AEC present practice, why 
should the contractors or their employees desire to make or disclose patentable 
inventions? Their selfish interests weigh in favor of not disclosing inventions. 
So doing under present practice throws the inventions open to the world, with- 
out reward or advantage to the inventor or his assignee. 

Having reached the foregoing tentative preliminary and rebuttable conclu- 
sions, it is perhaps superfluous and useless to add that, in my opinion, suspension 
of the prior established patent law, so far as application of it to atomic energy 
is concerned, is a major mistake of policy that inevitably will materially reduce 
and delay the possibility of securing some of the specific objectives stated in 
the preamble and avowed purposes of the atomic energy statute itself. See 
U.S.C. 201 B, (a) and (d). 

In my opinion, progress in the development of uses, applications, and means 
for utilizing atomic energy, both for military and domestic uses, and even in 
the specific field of atomic weapons, will be slower under the present atomic 
patent law and policy than it would be if the competitive incentive and profit 
motive under general patent law and practice as applied to normal industrial 
activities, were allowed to function in the atomic energy field without restric- 
tions other than those now provided by statute in specific cases involving public 
health, military security, procurement for the United States, etc. 

Very truly yours, 


Jo. BAILY Brown. 
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Nores Re Apvisory REPoRT OF PATENT PANEL TO AEC 


Because of my short experience as a member of the Patent Panel, and my 
admitted and obyious superficial knowledge of the complicated subject matter 
involved, 1 hesitate to volunteer opinions or suggestions. Probably my under- 
standing is incomplete and incorrect in many respects. However, I understood 
that the hearing on April 15 before this panel, general counsel, and the chief 
of the AEC Patent Section, was for the purpose of giving representatives of 
companies and persons interested in the field of atomic energy a chance to 
criticize the AE patent statute, and the practices of the AEC with relation to 
patents. Our panel meeting of September 9 did not seem to me to meet the 
situation adequately, or sufficiently to consider or report on the April meeting. 

1 have studied the statements made at the April meeting, the various sugges- 
tions then made for changes in the law and changes in the practice of the 
Commission, and have read a number of articles on the general subject. Those 
suggestions have been summarized by Mr. Anderson in his memorandum of 
August 29, 1958. The various papers and statements made at the April meet- 
ing are before each of the Patent Panel members. 

Perhaps my impressions and overall thought may be of some value, in spite 
of my lack of the historical information and prior experience possessed by the 
other panel members and the AEC patent personnel. My thought may be close 
to that of the hypothetical “‘man on the street”, which, in this case, would be 
somewhere between the ideas of those who have worked for years under the 
Atomic Energy Act and for the AEC, on the one hand, and the contractors who 
have been engaged in the actual work of producing subject matter within the 
jurisdiction of the AEC, on the other hand. 

I was impressed by the statements of speakers representing the atomic en- 
ergy industry, and others, at the April 15 meeting. Those statements seem to me 
to have been carefully worked out by people familiar with the subject matter be- 
ing discussed, who had substantial interest in the commercial future of the atomic 
energy industry and its ramifications. The speakers appeared to be sincere in 
their statements and arguments. I was intrigued by the near unanimity of their 
substantial criticisms on several patent points. I believe the complaints of indus- 
try in certain important respects are well-founded, and that the Patent Panel 
should seriously consider recommending modification of the patent chapter of 
the existing law, and modification of AEC patent practice within the law, if not 
amended. 

The tirst Atomic Energy Act was obviously a law passed in the infancy of a new 
art. The 1954 act stands on the shoulders of the first atomic energy statute, and 
extends many of its restrictions. Both laws in some respects were apparently jus- 
tified and based upon premises which no longer exist, or now seem of secondary 
importance. At the time the atomic energy statutes were in preparation, the 
Members of Congress and the general public probably had comparatively limited 
knowledge of the technical features and commercial future of atomic energy. 
It had been proved to be a devastatingly powerful military weapon by actual 
destruction by atomic energy bombing of two whole cities and their inhabitants. 
The United States then seemed to have almost exclusive possession of the secret 
and means for making such bombs. This country was in 1946 confronted with 
primary possession of the power to destroy another nation, or the United States, 
and it seemed essential to rigidly control that power and the subject matter 
generally. 

While commercial use of atomic energy on a large and important scale may 
have been talked about, and thought possible sometime in the future, it prob- 
ably did not exist to any material extent in fact during the formulation of the 
patent portions of the atomic energy statutes. A main object of the acts seems 
to me to have been to preserve the secret then thought to be largely within the 
control of the United States, and at least under the present law for this country 
to explore and extend all possibilities of atomic energy—but primarily under di- 
rection and control and at the expense of this country through its AEC. 

Such considerations, which seem to me to have motivated Congress in passing 
the existing special atomic energy patent statute, seem to have become much 
less important or to have disappeared at this time. The United States appears 
no longer to have exclusive possession of the secret or toois of atomic energy, 
for either military or commercial use. Russia apparently has conclusively dem- 
onstrated that. England and Russia, and perhaps other countries, are under- 
stood to be in possession of sufficient technical information and material to make 
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operative power reactors, etc., for commercial use, as well as military weapons. 
England is understood to be offering commercial reactors and other atomic en- 
ergy products for sale in other countries. 

Most of those who appeared at the April meeting seemed to think that there 
is now or will be in the not too distant future a very large field of commercial 
use of atomic energy, e.g., for generating electrical and steam power for peace- 
ful uses. Apparently there soon will be keen international competition in the 
sale, building, and use of atomic reactors, atomic energy materials, etc., through- 
out the world. 

The industries represented at the April meeting, as I understand their state- 
ments, feel that under the present atomic energy special patent law, and AEC 
practice thereunder, they are and will be seriously handicapped in their attempts 
to compete for foreign business in future worldwide commercial use of atomic 
energy. It seems to me that their arguments and statements on this point may 
be well taken, and that under the present practice American industry may be 
at a distinct and undeserved disadvantage patentwise as compared to foreign 
competitors in the international atomic energy commercial field. If that is 
true, then the matter is of real importance, and should not be brushed off lightly 
as was done at the Patent Panel meeting of September 9. 

The present statute seems to me to have been designed to give the AEC a 
practical monopoly in determining and directing the future of atomic energy 
in the United States, and its commercial use and exploitation here and abroad 
by American citizens. This results from the fact that up to now most of the 
research and development work in atomic energy has been done on authority 
and under direction of AEC, under research, development, and construction 
contacts, in large part or wholly at Government expense. Under the law those 


AEC, which apparently takes, or can take, title to any patents it wants that 
are granted in the United States on those inventions. Also, if I understand 
correctly, the AEC can and does file in its own name the most important appli- 
cations for patents in the United States and in foreign countries on inventions 
made by AEC contractors in this field. The result is that AEC, as now operat- 
ing, seems to own the inventions and may continue to acquire the controlling 


patents on atomic energy and its ramifications, in this country and abroad. 

Apparently the Atomic Bnergy Act sets up a special and unique control and 
ownership of patents, that is inconsistent with the long established general 
patent and property laws, intended to be effective to provide almost complete 
governmental control of a specific industry. The law as worded, construed, 
and applied seems to me to be socialistic in purpose and effect, while, on the 
other hand, its administration is under powers ordinarily reserved to an absolute 
and undemocratic form of government. 

While the AEC apparently has granted upon request free licenses to U.S. 
citizens under its atomic energy U.S. patents, it is not required by law to grant 
such licenses, and there is no guarantee that it will continue to do so. That 
possibility constitutes a cloud over future private commercial activity in this 
field—at least some of the April speakers so believed and stated. 

Also, under the statute, the AEC has power to require all present U.S. paten- 
tees and patent owners to grant a license at royalty that may be fixed by the 
Commission on any U.S. patent relating directly or indirectly to atomic energy, 
its materials, or uses. This also is a cloud on patent incentive in the commercial 
field. 

The position of the Commission, as I understood Mr. Anderson, seems to be 
that the U.S. patents owned by AEC will be held for the benefit of all American 
citizens and will be so used, without advantage to any one over any other. I 
understand that the foreign patents held by AEC will be used to protect the 
United States from having to pay royalty to foreign countries under foreign 
patents owned by foreign governments. I understand that by treaty, and 
because of AEC ownership of foreign patents, certain countries have agreed 
that they will not discriminate under the patents owned by those governments 
between the rights and privileges and immunities given to their own citizens 
under those patents and rights, ete., afforded American ctizens operating in 
those foreign countries. If I understood Mr. Anderson’s statement on this 
point, I do not see how such use of Atomic Energy owned foreign patents really 
protects U.S. citizens in commercial competition abroad where infringed foreign 
foreign patents are owned by citizens of those foreign countries. 

I question the position that maintaining patent control of the atomic energy 
field by AEC ownership of U.S. and foreign patents is best for this country and 
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its industries. On the contrary, I believe that situation may be a distinct dis- 
advantage to our industries and citizens. In spite of the opinion of the Attorney 
General and perhaps the opinion of counsel for the AEC, I seriously doubt that 
any U.S. patent owned by this country, or any of its administrative agencies, is 
of any future practical value or effect, so far as actual enforcement is concerned. 
It is inconceivable to me that the United States or any of its agencies could or 
would sue an American citizen for infringement of a U.S. owned patent. 
Ownership of a domestic patent by our Government seems to me in practical 
effect to extinguish the exclusive right granted under that patent. 

As far as citizens of foreign countries are concerned, when operating in the 
United States, it seems to me that, as a matter of policy at least, this Govern- 
ment would not, regardless of treaty, discriminate in its treatment of its own 
citizens from its treatment of citizens of a foreign country, as far as infringing 
activities under AEC owned U.S. patents are concerned. And, so far as enforce- 
ment by the United States of foreign patents owned by AEC, I cannot visualize 
the United States as such, or on behalf of the AEC, bringing suit abroad against 
a foreign country, or any citizen of that foreign country, for infringement in that 
country, under such a patent. Consequently, it seems to me that the only direct 
value of AEC patents in foreign countries is that such patents may be used in 
intergovernmental trading. That is to say, the United States may by treaty 
grant certain rights to foreign countries under foreign patents owned by AEC, 
in exchange for certain rights granted AEC or the United States for operating 
within the scope of U.S. patents owned by the foreign government. How that 
can extend to or be of substantial value to U.S. citizens who seek to compete for 
commercial business involving atomic energy in the foreign country is not clear 
to me. 

That brings us back to a major complaint of the industrialists at the April 
meeting, which, as I understand it, is that in case they have any contractual 
relations with AEC, they have to disclose to AEC all inventions made by their 
employees, and AEC has the right to patent those inventions and take title in 
its own name in the United States, and in any foreign country. The position of 
industry seems to be that such procedure does not give our contractors the com- 
petitive advantages and individual benefits of the inventions made by them, 
either in this country or abroad. 

Many of the industries represented at the April meeting are in direct com- 
petition with each other in the atomic energy field, or, at least they would be if 
the Atomic Energy Act concerning patents were not in force, and if the general 
patent law were the only law applying to patents in this field. 

It is remarkable that while spokesmen for the AEC seem to think that the 
holding of U.S. patents by it protects everybody in this country in the atomic 
energy field from patent advantage in commercial competition, and is therefore 
to the benefit of all, those representatives of industry vitally concerned argue 
that their respective interests would be better served if they were able to obtain 
individual patent rights giving them competitive restrictive advantages over 
their domestic rivals, even though anyone might be excluded from the use of 
valuable inventions of their competitors, or have to pay royalties thereunder. 
In other words, manufacturers in this field seem to be almost unanimous in 
desiring to take their chances of restricted competition, hoping through their 
inventiveness and initiative to obtain patents that will give them selling, manu- 
facturing, production, or use advantages over their competitors. They appear 
to favor the competitive system as restricted by the normal patent law. That 
implies necessity to constantly advance and improve the art in patentable respects 
to meet competitors. They want the competitive advantages incident to the 
right of exclusion granted by patents owned by them, not owned by AEC. They 
want to own the foreign patents on their inventions to protect themselves when 
they seek business abroad. That can be done for example by trading licenses 
with foreign competitors, or by enforcing foreign patents by suits which 
American citizens can bring without international complications. 

While I am inclined to believe that research conducted by the Government 
civil-service employees, in Government wholly owned, controlled, and operated 
laboratories, probably should be solely for the benefit of the public generally, I 
sympathize with the position of companies which do research and development 
and construction work under contract with AEC, under which those companies 
utilize, in filling such contracts, their engineers and scientists who may have 
spent years at the expense of the contractor learning the details and technical 
background necessary in carrying out the contract. The contractors believe 
they should be entitled respectively to the commercial rights under patents on 


rPreate ODO O 


Se le ec” 


~Re ADA ets 


OR ot mt eact 


ATOMIC ENERGY PATENTS 97 


inventions made by employees of such contractors in carrying out the contracts. 
They concede that the United States and all its governmental activities should 
have a free license for noncommercial activities under such patents. They ap- 
prove and prefer the DOD form of contract and applicable patent law. 

It seems to me probable that the industrialists are correct in their argument 
that future advance in this industry would be faster, and far less expensive to 
the public, if those working in it had more incentive of possible personal gain 
based upon owning all commercial rights to the inventions made by them, 
whether under AEC contract or otherwise. 

As it is now it may well be that those who take AEC contracts do so chiefly 
because the United States finances most or all of the work under the contract, 
and assumes most of the risk, and because the guaranteed payment by the 
Government makes atomic energy contracts safely profitable to the contractor. 
There is apparently little selfish incentive to the contractor or his employees to 
make and disclose valuable inventions in the course of fulfilling many of the 
atomic energy contracts, because when such inventions are made and disclosed 
under the present law they may become freely available to all domestic competi- 
tors, and possibly to their competitors throughout the world. 

If contractors were permitted to patent inventions made by their employees 
in earrying out AEC contracts, subject only to military secrecy restrictions of 
prior existing laws, and to file and own proper applications for foreign patents, 
there would be more incentive to each contractor to advance the art in original 
ways and improve on prior practice in patentable ways. It is trite to say, 
but true, that such incentive and such selfish reward is the basic theory of our 
normal patent system. It seems to have worked well for this country and its 
industries, and under DOD practice and contracts. 

Apparently one objective of the AE Patent Act and of the President's di- 
rectives are that the United States at its own expense is to develop the atomic 
energy field for commercial use as fast as possible, and to make the technical 
knowledge obtained in that development available to the entire world, for the 
unrestricted benefit of humanity as a whole. Upon that basis only does it 
seem possible to justify the overall patent policy of the Atomic Energy Act, and 
some of the discretionary AEC patent practices thereunder. 

While it may be said, and probably is true, that the expense of research and 
development in the atomic energy field is so great that private industry could 
not afford to undertake many of the vast projects now being financed by this 
eountry, the question still remains whether or not it would not be better from 
the point of view of the United States and its citizens, if this development were 
left to take its normal if slower course by operation of private industry as it 
sees the chance for individual benefits resulting from patentable developments 
and the inevitable normal operation of the effect of supply and demand. 

Commercialization of the atomic energy field may soon reach a point where 
it includes a number of activities which hold out sufficient hope of profitable 
return to interest industry in investing and risking its own capital to a 
material extent. Industry itself, as I understand the April statements, feels that 
that time has now arrived, or is apparent in the near future. While certain 
activities might still require so much money that only the Government could 
afford it, even that probably could be furnished under terms that would offer 
more incentive to the contractor in regard to patents than that now existing. 
Industry seems to think so. It says so repeatedly. 

The fact seems to be that the Atomic Energy Act sets up almost complete 
governmental control of an entire field of industry, and particularly of U.S. 
patents controlling that industry. While such a law may have been desir- 
able and even necessary under the emergency conditions existing when it 
was first formulated, many think those conditions are now largely obsolete, 
because they believe little real and basic secrecy remains under control of the 
Commission. Apparently other countries of the world, and many industrialists 
throughout the world, know how and are able to make weapons, reactors, 
ete., utilizing atomic energy. If so, the time has come or is near when com- 
mercialization of the peaceful uses of atomic energy should displace govern- 
mental ownership and control. Individual commercial competition in that 
field throughout the world will probably become acute regardless of what the 
AEC does. If these assumptions are correct, it would seem that the patent 
chapter of the Atomic Energy Act should be amended and construed to have 
as a major objective the encouragement of individual research, development, 
and competition in the atomic energy commercial field in this country by private 
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capital. To secure that end the incentive of the exclusive rights which our 
general patent laws, and the International Industrial Property Convention relat- 
ing to patents, normally give to inventors here and abroad, would seem to be the 
most practical, productive, and economical method of advancing the non- 
Inilitary uses of atomic energy. 

I do not know whether the function of the Patent Panel is advisory to the 
Chief of the Patent Section, to General Counsel, or the Commissioners, or all 
of them. I do not know whether our advice is to be volunteered, or expressed 
only when, as, and if requested. So far as my short experience as a member 
of it goes I wonder if the Patent Panel now actually serves any useful purpose. 

However, it seems to me that if we are responsible for giving AEC, or any 
of its staff, advice on patent policy matters, we should give more careful con- 
sideration to the April 15 meeting, and the matters there direcily or indirectly 
raised by industry, than we have done at this time. 

I suggest that there are a number of subjects that should be considered 
seriously, and the opinions of the Patent Panel definitely stated for whatever 
it may be worth to whom it concerns. 

Among such matters for consideration, I suggest the following: 

1. Recommended to Congress that section 152 be deleted, or at least materially 
modified to restore patent rights to atomie euergy inventors, substantially as 
provided by existing laws relating to patents in industry generally, subject only 
to exceptions necessary to protect the “common defense and security.” 

2. The power to grant compulsory licenses as to atomic energy patents on 
applications filed before September 1, 1959, should at least not be renewed. The 
AEC might well issue a statement of policy to the effect that no such licenses 
will be given under any patent for purely commerical competition. 

8. Announce the policy of AEC to waive all AEC rights to atomic energy 
inventions that are not expressly reserved in specific contracts. 

4. Modify patent clauses in AEC contracts to more nearly conform with 
the patents clauses now used by DOD in military procurement. 

Announce that in all future contracts, and so far as practicably applicable 
to presently unpatented inventions, AEC will be by advance waiver permit con- 
tractors to have the immediate and sole right to patent their atomie energy 
inventions in all foreign countries, except so far as “common defense and 
security” considerations justify or require AEC control or secrecy. 

6. Delete from the statute the prohibition of patents on atomic energy weapons. 

. Review the AKC restrictions under access permits. 

8. Establish AEC policy to encourage and permit its American contractors 
to patent inventions on commercial atomic energy subject matter in their own 
names in this country and abroad except where “common defense and security” 
considerations necessarily restrict so doing. 

9. Change the AEC overall policy from one of seeking to patent all important 
atomic energy inventions in its own name to one of making AEC owned patents 
the exception rather than the rule. Stated differently, that the AEC adopt a 
policy of having United States and foreign patents on atomic energy held by 
American citizens rather than AEC, except in very special and very few cases. 

10. The AEC policy should be to reduce its control and ownership of atomic 
energy patentable and patented inventions useful in commerce rather than to 
extend and continue that control and ownership. 

11. The basic policy of AEC should be to give American inventors in atomic 
energy subject matter the greatest possible benefit of foreign patents—whereby 
to strengthen American industries in competition with foreign industry here and 
abroad. That is not possible under AEC ownership of foreign patents. 


Jo Batty Brown. 

Mr. Brown. I shall be glad to answer any questions that you care 
to propound. 

Representative Horirrerp. I think your statement and _presenta- 
tion will pretty well cover your position. 

It looks like it is 12:30 now and my committee members have 
deserted me. 

Mr. Brown. Looks like I just got under the wire. 

Representative Horirimip. We are glad to have you here and appre- 
ciate you waiting for the opportunity to testify. 


an 
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Ir Mr. Brown. I thank you for your courtesy. . 
e Representative Horirietp. The committee will adjourn and meet in 
5. this room at 2 o’clock. 

(Whereupon, at 12:30 p.m. the committee recessed, to reconvene 

at 2 p.m., the same day.) 

: AFTERNOON SESSION 

= Representative Horirtetp. The committee will be in order. 
e The next witness will be Mr, Anthony D. Cennamo, Industrial 
ly Nucleonics Corp. 

We are running a little behind in our schedule, Mr. Cennamo, and 
- I notice your statement is quite long. I wonder if you would allow 

the committee to accept this and print it in its entirety in the record, 
and you go through it and give us the highlights rather than give it 
7 to us completely. 
v STATEMENT OF ANTHONY D. CENNAMO, PATENT COUNSEL, 
eo INDUSTRIAL NUCLEONICS CORP. 
- Mr. Cennamo. I appreciate the position you are in and I certainly 
ry will acceed to your wishes. 

My name is Anthony D. Cennamo. I am a member of the bar for 
th the District of Columbia, a registered patent attorney, and presently 
le my position is patent counsel for the Industrial Nucleonics Corp. | 
> It isa pleasure for me to come before this committee, and I appreci- 
z ate the opportunity to appear on behalf of myself as a patent attorney 
id and on behalf of the Industrial Nucleonics Corp. as its patent counsel. 
o I may also state that I do not have the authority to speak for the 
- entire radioisotope industry, but that I have discussed these patent 
rs sections with many other representatives of industries in this field. 
rn Therefore, my comments on behalf of the Industrial Nucleonics Corp. 
, are equally applicable generally to those industries in the commercial 
ae application of radioisotopes. 
ts My analysis of the patent sections of the Atomic Energy Act of 
a 1954 may be resolved as a simple one and may be given in summary 
by as follows: 
ic Since the positions between the industries in military and power 
to and that of the industrial developers of radioisotopes with respect to 
; the Government is separate and distinct, the patent laws controlling 
a military and power should be separate and distinct from the indus- 
= trial developers of radioisotopes. Therefore, the granting of a com- 

plete patent monopoly to the Commission on inventions relating to 

the commercial application of atomic energy by contractors that have 
fn an established industrial and patent position and which positions 

were acquired without either governmentally created incentive or 
i financial assistance, is not believed to be warranted. 

With your permission I would like to illustrate in limited detail 
He why these atomic energy industries are separate and distinct. 

I. A BACKGROUND ON PATENT RIGHTS 
e- 







The relative rights of an inventor to an invention made in the 
course of employment is simply one of equity. A fundamental re- 
view of the principles of employment of an inventor is necessary to 
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the understanding of the equities in the contractual relationship with 
the Atomic Energy Commission under the Atomic Energy Act of 
1954. 

A. Patents to individuals 


A patent is a property right given to an inventor after he has com- 
plied with certain prerequisites. This property right is no different 
than any other personal property and the patentee may retain or dis- 
pose of his rights in any manner he chooses. 


B. Patents under employer-employee relationship 


Generally the most significant scientific developments are attributed 
to an employer-employee relationship and are not that of the sole 
inventor. This is even more so today in the fields of electronics, 
physics, and chemistry where complicated and expensive laboratory 
equipment is required to the making of the invention. When an in- 
vention has been made by an employee, what are his rights to the 
invention and what are those of the employer are much dependent 
upon the relationship existing between the two. Some of the factors 
that must be taken into consideration are: what is the background 
of the inventor, was he trained and educated prior to employment; 
is he paid to exercise ordinary skill or is he called upon to express his 
ingenuity and invent; is his compensation for his menial task, or is 
he also remunerated for his special skills; if he has special skills how 
were they acquired—through the employer’s facilities or elsewhere; 
if he has special education was it acquired on his own or through his 
employer; and perhaps the most important, is his employer’s business 
so unique that the skills exercised by the employee must be attributed 
to the employer. Simply stated in another way, what are the equities 
to the relationship. These equities shall determine whether the em- 
ployer shall have the rights to the invention or whether they merely 
have a right to use. 

C. Patents under contractor-contractee relationship 


In many instances today the employer-employee relation is actually 
that of contractor-contractee between corporations. Every major cor- 
poration today subcontracts for many of the major and minor com- 

onents of its products; and most contractors today have others con- 
en a certain amount of research and development on their behalf. 
The respective rights of the contractor-contractee are no different 


than those of the employer-employee and are determined much in the 
same manner. 


D. Patents under Government-contractor relationship 


Next for consideration is the role of Government in its contractual 
relationship with contractors. There is no legal or equitable differ- 
ence between the Government and any other major contractor in its 
contractual relationship. Although it is admitted that there are dis- 
crepancies in the programs of the various agencies, the departments 
have recognized their contractual obligations and determine their 
rights to inventions made under contract in a manner consonant with 
equitable principles. 


E. Patents under Atomic Energy Commission-contractor relationship 


The 1954 Atomic Energy Act as it relates to patents, in certain 
aspects departs materially from the employer-employee or contractor- 
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contractee relationship; in other aspects the principles of equity may 
be considered as followed. 

1. Military and power program: At the time the Commission was 
created there were no industries in the atomic energy military or 
power field. Since the Commission was established it has maintained 
an active and vigorous program to encourage the development and 
construction by private organizations of atomic reactors for power 
purposes. This program is principally through the underwriting of a 
very large proportion of the cost. In other words, immediate dollar 
return was not envisaged and therefore major private capital was 
reluctant to gamble on atomic reactors as a commercial source of 
energy. 

From equity principles, then, if the Commission should have to 
create full incentive and provide full monetary support for a par- 
ticular program, the principles of equity dictate that they should have 
full return on their investment. However, to counterbalance any 
equitable rights the Commission may have they departed from the 
accepted legal practices in (a2) not wanting any dominating patents 
to issue, and (6) to disseminate as much information and as freely 
as possible. What the resultant rights may be to inventions made 
in the military and power fields is not specifically of interest. 

2. Radioisotopes: A very important factor was overlooked in the 
act of 1954 and bs the Commission in the administration of its patent 
program, that is, the field of technology growing out of the application 
of radioisotopes to industry. This is in a different category than that 
of the military and power components of atomic energy. 


Il. HISTORY OF THE DEVELOPMENT OF RADIOISOTOPES FOR INDUSTRY 


Although the major industries in the military and power fields were 
not in the atomic energy business and required inventions, the con- 
trary is true in the byproduct material field. Research and develop- 
ment was carried on with private capital many years prior to the birth 
of the Commission or the first act. This situation is well illustrated 
by a number of patents which have been issued over the years. 

In this regard see Patent No. 1,317,082 (1919) that used radium to 
excite batteries; 2,097,760 (1930) for testing the uniformity of solid 
materials; 2,206,634 (filed 1935) for obtaining byproduct material; 
2,133,776 (filed 1936), one of many patents on well logging using 
atomic energy ; 2,277,756 (filed 1940), first of the backscatter patents; 
2,264,725 (filed 1940) shows use of beta gage on steel mill—very simi- 
lar to today’s processes; 2,397,071 (filed 1941) showing the modern 
Geiger-Muller tube; 2,376,198 (filed 1943) showing the modern ioniza- 
tion chamber. 

These patents are only samples of hundreds issued on the uses of 
radioisotopes. 

Further, the research and development of these industrial devices 
not only started long prior to the birth of the Commission, but has 
been continued at an accelerated pace without money incentives, so to 
speak, from the Commission. The atom bomb during World War IT 
and the race for atomic power thereafter completely obscured the 
very important continuation of the development of industrial and 
medical uses of radioisotopes. But these developments did not start 
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at that time. The failure to recognize this fact continues until this 


day. 


Ill. BENEFITS OF THE ATOMIC ENERGY PROGRAM 
The Commission has let it be known that— 


The widespread use of radioisotopes during the last 10 years has been the first 
extensive civilian and industrial application of atomic energy * * *. 

In other words, the day of cheap atomic power is not yet here but 
the Nation is already receiving a return on its investment in atomic 
energy through radioisotopes. But the return in the field of radio- 
isotopes has not been the result of extensive Government investment 
as has been the case in power—the benefits of isotope applications in 
industry have been achieved through private capital. 





IV. PATENTS IN THE DEVELOPMENT OF RADIOISOTOPES 


A number of private companies have established industrial and 
patent positions in the commercial utilization of atomic energy. This 
industry, as pointed out above, commenced operations long prior to 
the atom bomb and has continued since that time independent of the 
military and power programs and without public backing. These 
companies have demonstrated to the public their use of the atom 
through the application of their equipment to the industrial processes 
and have promoted their technology with its economic benefits to the 
users. The savings to industry from the use of radioisotopes has 


been variously reported from $300 million per year upward. 

And yet these industries have grown with a strong patent program 
that has not departed in any way from the standard type of patent 
systems of any other type or corporation. 


Y. THE EFFECTS OF THE ATOMIC ENERGY PROGRAM ON THE 
COMMERCIAL UTILIZATION OF RADIOISOTOPES 


The company recognizes its responsibilities in exercising its tech- 
nical capabilities in the furtherance of the Nation’s military posture. 
It occupies a position of technical leadership in the field of the ap- 
plication of radioisotopes to commercial and industrial process meas- 
urements and automatic controls. However, the burdens incurred 
by the Industrial Nucleonics Corporation from participating in con- 
tracts which fall within the provisions of the Atomic Energy Act are 
very great. Already the direct costs which have resulted from a 
single contract held by the company in 1951 and completed in 1952 
have amounted to several thousands of dollars in affidavits. 'These 
continue today on applications filed 7 years after the completion of 
the contract. If this burden has developed from one contract, will 
it not be 10 times as great from 10 contracts ? 

The company’s business is almost wholly commercial. This is not 
particularly through choice but is to a large extent dictated by the 
extreme apprehension with which we view Commission supported 
development. Although the industry has achieved its position 
through the expenditure of its own funds, we stand ready to partici- 
pate in the Commission sponsored programs that are intended to 
further the application of atomic energy in industry and commerce. 
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There are many potential applications of isotope techniques which 
can be nominated for immediate development. Some of these will 
no doubt be carried out by private enterprise because the economic 
returns are obvious, are large and are soon. But many others will 
not be developed soon by private laboratories working with their 
own funds. The Commission could obtain good value for funds ex- 
pended in this area. But the companies with the best developed 
patent position and the most experience in the field are very hesitant 
to undertake such work since there is a very real risk of jeopardizing 
their whole commercial position which is based on their patent prop- 
erties and their unpatented know-how. 

From a public interest and good will standpoint, for both the Atomic 
Energy Commission and private industry, the exploitation of the 
atom in a manner that most closely and directly affects the public 
would seem to be a matter of necessity. The means for effectively 
gaining public acceptance of atomic energy can be most expediently 
and inexpensively carried out by those with the present know-how and 
ability. But yet the equities are not granted. 


VI. REVIEW OF PATENT SECTIONS OF ATOMIC ENERGY ACT OF 1954 


It is respectfully submitted that the following sections be revoked, 
rewritten, or amended, while taking into consideration the accompany- 
ing comments. 


A. Section 152 


1. Title to the Commission : This section of the act presumably gives 


the Commission title to any invention or discovery useful in the pro- 
duction or utilization of atomic energy if they are— 


made or conceived under any contract, subcontract, arrangement or other rela- 
tionship with the Commission, regardless of whether the contract or arrange- 
ment involved the expenditure of funds by the Commission. 

In retrospect, it now appears that perhaps in the military program 
and in certain nonmilitary instances where available private capital 
is insufficient to the developments for the public interest, the Com- 
mission may be justified in retaining a stringent patent program. 
However, the granting of a complete patent monopoly to the Com- 
mission on inventions relating to the commercial application of atomic 
energy by contractors that have an established industrial and patent 
position and which positions were acquired without either govern- 
mentally created incentive or financial assistance, is not believed to be 
warranted, 

This act does not distinguish between industries that acquired their 
position by prior contract and those industries that acquired their 
position on their own behalf. 

This section of the act, as well as future policies and practices of 
the Commission, should permit the contractor that had an established 
industrial and patent position prior to entering into the contract to re- 
tain the commercial rights to all inventions made from routine devel- 
opment or production work. A strong line of distinction between com- 
nist assistance and mere furtherance of the atomic energy program 
should be drawn. 

2. Filing of affidavits: The filing of affidavits required by section 
152 is believed to be an unreasonable burden placed on the patentee of 
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systems and apparatus that only incidentally use radioisotopes. As 
pointed out above, the development of commercial products utilizing 
radioisotopes has been by private capital and not through Commis- 
sion funds. Most companies in this field have had no contracts with 
the Commission or perhaps only incidental subcontracts for minor 
sums. Nonetheless, every patent application relating to the use of 
atomic energy must be accompanied by an affidavit setting forth all 
facts surrounding the making of the invention, the primary purpose, 
of course, to determine what, if any, public interest there is in the in- 
vention. 

The industries commerically utilizing radioisotopes have built up 
their status through competition and a strong patent system. To 
defy the principles of the patent system for the benefit of the Com- 
mission is a serious breach to the competitive status of these indus- 
tries. In other words, the necessity of requiring such a detailed history 
of every invention relating to atomic energy by those companies hav- 
ing no contractual relationship with the Commission is neither appre- 
ciated nor understood. 

3. Waiver provision: As stated above, the position of the radioiso- 
tope industry in contradistinction of the military and power fields 
was overlooked in the act of 1954. I say this with full knowledge of 
the waiver provisions of section 152. Whether the radioisotope indus- 
try would come within “or under such other circumstances as the Com- 
mission may deem appropriate” I am not in a position to say. But I 
am in a position to say that the Commission has made it publicly 
known that they have not and will not exercise this waiver provision 
since Congress has failed to set standards, et cetera, the age-old adage 
of administrative law. 

A very significant factor, however, is that in the suggested revision 
of section 152 by the Commission this phrase remains unchanged. 
Why has the Commission, if it feels it must abide by the suggested 
wording of this section, not made alterations to this phrase that will 
include the so-called standards that are lacking? The Atomic Energy 
Commission states that it cannot grant waivers under the section until 
clarified by Congress. We pray for such clarification. 

In summary of section 152 it is submitted that the developers of 
commercial uses of radioisotopes should be permitted to become AEC 
contractors without having to grant to the public that which had found 
its basis through private funds. In other words, the granting to the 
Commission of any more than what is equitably required is not war- 
ranted. On the other hand, if the developers of commercial uses of 
radioisotopes have not and will not become AEC contractors, then 
these companies should be relieved of the burdens, such as the filing 
of affidavits, normally required of contractors. 


B. Section 153 


This section of the act, about to expire, provides for the compul- 
sory licensing of patents in the field of atomic energy. Even though 
past history tells us that the prerogative of the Atomic Energy Com- 
mission to grant a compulsory license has not been exercised, this sec- 
tion, nonetheless, is of extreme concern to those industries competing 
with commercial products utilizing radioactive material. 

Basically, the commercial utilization of atomic energy has three 
phases: (a) development; (6) manufacturing; and (c) marketing. 
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The pioneering or basic developments are no longer available for 
patenting even though atomic energy may yet be in its infancy. Con- 
sequently, any developments that may be made in this field will be lim- 
ited to a particular commercial application. If the monopoly relative 
to this particular commercial application is broken, the returns from 
the developments may be lost. 

In the manufacturing of commercial devices incorporating radio- 
active material it is the know-how of one corporation over its competi- 
tors that determines which company’s products will be sold. Patents 
provide a reasonable amount of patent protection for that know-how. 
Again compulsory licensing leaves the more ingenious manufacturers 
without their competitive advantage. 

In the field of marketing it can be shown that the greatest return 
lies in the first years of the sale of a new product. After the product 
has been marketed for a time, competition not only lowers the sale po- 
tential, but the company’s reward for providing the public with new 
and better products is diminished relative to that particular item. 
This, of course, will occur in every instance where a patent can offer 
no protection against competitors after the initial years of sale. 

Lastly, of extreme concern to industries in the commercial utiliza- 
tion of radioactive material is their patent licensing programs. Under 
the present program a patentee’s control of his licensing rights are 
constantly in jeopardy. Since there is the probability that a license 
to a competitor may be required, the granting of an exclusive license 
and the complete control by the patent holder of the disposition of 
its patents is not possible under this section. 


VII. CONCLUSIONS 


The Atomic Energy Commission is making a concerted effort to 
bring the immediate benefits of atomic energy to the public; and it 
is acknowledged that the first and most extensive civilian and indus- 
trial application of atomic energy has been in the widespread use of 
radioiosotopes; and the commercial development of the use of by- 
product material has been without Commission funds. 

In spite of the acceptance of the industrial uses of radioisotopes, the 
sections relating to patents in the Atomic Energy Act of 1954 are di- 
rected to military and power applications of atomic energy. 

It is urged, therefore, that legislation be passed by Congress to 
rectify the inequities to the commercial developers of the use of by- 
product material. 

Mr. Chairman, there are a few additional comments I would like to 
make, and then I would appreciate any questions you may wish to 
direct toward me. 

The entire emphasis of my appearance is to illustrate that there is 
a very, very important difference between the radioisotope industry in 
contrast to the power and military industries. Irrespective of the 
equities or the positions of these other industries they are of no par- 
ticular concern to the radioisotope industries. These radioisotope in- 
dustries began their research and development of their produc's long 
before the first atom bomb was dropped, and have continued at an 
accelerated pace since that time without Commission funds of any 
sort. Iam not speaking of a few incidental medical research contracts 
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or perhaps some university contracts. 
and gaging for industrial concerns. 

So whatever equities the Government may have or the Atomic En- 
ergy Commission may have with respect to the power or to the mili- 
tary is not applicable to the radioisotope industry. : 

One of the things that I believe was pointed out by the Commis- 
sion yesterday was with reference to page 47 of the report, that is, 
there were of the order 600 to 700 patent applications being filed in 
the Patent Office by private corporations. A statement that I wish 
to reiterate here is— 


I am speaking of instruments 


that these patent applications resulted from no activity of the Commission 
whatsoever. This is illustrative of the competitive spirit of industry and there 
is a great participation by private capital. 

Also specifically mentioned was the instrument and the radioisotope 
fields. 

Representative Hotir1etp. Do you contend that is not a true state- 
ment ? 

Mr. Cennamo. No, sir. I am reiterating the statement as a true 
statement. I am trying to emphasize the point that a substantial 
amount of independent capital is being expended and has been ex- 
pended in the radioisotope industries completely independent of the 
Commission. 

Representative Hotrrretp. Have you found yourself crippled in 
any way in obtaining patents on work which was done exclusively by 
companies such as yours in the isotope field, and if so, in what way? 

Mr. Cennamo. In the first way that we may be crippled—I will 
take this in order, if you will permit me, sir—let us speak of the com- 
pulsory licensing provisions. 

Representative Horrrretp. Has that been imposed upon your com- 
pany in any way? 

Mr. Cennamo. No, sir, it has not in the past. But I may point out 
that our patent position is one of relative newness, you might say— 
we won't really attain a strong patent position until the next 2 or 3 
years, or perhaps sooner. It was also mentioned yesterday by the 
Commission that there are patent applications that may come within 
this category of patents that would require compulsory licensing and 
some of these patent applications may very well be ours. I want to 
stress here that we are in a very highly competitive field. We are 
not dealing with the Government. We are dealing with each 
other. We sell industrial products and we have many competitors 
that sell industrial products. 

We abide by the standard patent system of where a patent gives 
you a competitive advantage. If you may permit me to say so, we 
are looking to make the sale. We are not looking for royalties under 
a patent, even if we were afforded a reasonable royalty. We are not 
in a patent licensing outfit. 

We are a company that sells industrial devices, and we want the 
competitive advantage that a patent offers. There is forevermore 
the threat of a compulsory licensing if we should get a patent that 
would give us a competitive advantage. 

Representative Horirmip. Wouldn’t it be necessary for any appli- 
cant for cross-licensing of one of your patents to prove before the 
Atomic Energy Commission that he was being damaged by the mo- 
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nopoly position that you have in order for the Commission to even 
comaieaet an application for cross-licensing under the terms of the 
act ¢ 

Mr. Cennamo. This may very well be proved. Since we are under 
suppositions here, let us suppose that we do get a patent that gives 
us a better instrument than the competitor is able to produce, this 
is the instrument that the industry is going to buy. He would be 
injured by the fact that the patent would prohibit him normally from 
manufacturing this particular instrument. I don’t envision any par- 
ticular difficulty in that respect. 

Mr. Tot. In response to that I believe that 153 e. would require 
much more than that it was a good device that he would like to use. 
He would have to prove that it was of primary importance to his 
entire operation that he be allowed to use that device before the 
Commission could compel licensing. In view of the fact that indus- 
try has never requested that this section be used, and that the Com- 
mission has not instituted a compulsory licensing action, it is a little 
difficult to see why you are so worried about it. 

Mr. Cennamo. Again I would like to say this is strictly under 
the supposition. I may be worried needlessly, of course, if the Com- 
mission should never exercise their right under the section. This may 
turn out even if the compulsory license provision is extended for 5 
years. 

But the amount of proof required under section 153, I am certainly 
not in a position to say what is absolutely required or what is not 
absolutely required. Whether it is just a mere showing that he would 
be damaged or whether he would actually have to be put out of 
business has not been resolved. 

So long as we are working on a supposition I can see certain appli- 
cations of instruments or certain manners in which it may be built 
where one would work and the other would not work. It is a matter 
of making a sale or not making a sale. This to me is pretty strong 
damage to a company ina highly competitive business. 

Mr. Tort. Are you aware that Germany has had a compulsory 
patent licensing provision on its statute books since 1913 ? 

Mr. Cennamo. Yes. 

Mr. Totti. Haven’t the Germans done all right as far as industrial 
development is concerned ? 

Mr. Cennamo. The only answer I can give to that is that I am 
sorry that I can’t speak in one way or another what the German in- 
dustry has done. I am not sufficiently knowledgeable in that area. 
I am aware, however, that under the American patent system we 
have never had a compulsory licensing provision, and it is under the 
American patent system that the present-day industry have grown 
to what they are. I still like to believe that the American system is 
the right way. 

Representative HorirreLp. You may proceed. : 

Mr. Cennamo. There‘is a very important factor where I think the 
company is being injured by the present patent laws. The Industrial 
Nucleonics Co., not in itself alone, but other companies with a similar 
amount of experience and knowledge in this particular field, has re- 
fused under certain circumstances or in one way or another to become 
contractors to the Atomic Energy Commission. These companies have 
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a tremendous amount of background and know-how; they have trained 
personnel ; they have the facilities; they have everything i in the world 
that the Commission is looking for and the Commission should have 
the benefits of. Under these present patent laws these companies 
have all kept at arm’s length with the Commission. 

In so many words it really amounts to the fact that exactly what 
these companies are doing and what they want to do and exactly what 
the Commission is doing and what to do, is the same, but yet they are 
at arm’s length because of these very patent clauses. 

Mr. Totu. Is it your position that the Commission can’t get firms 
to do the job that the Commission wants done because of the patent 
laws? 

Mr. Cennamo. This is my belief, yes, sir; in the radioisotope field. 
I am not speaking of nuclear fission or power. I am speaking only in 
the radioisotope industry. 

Representative Hotirtetp. How many companies are engaged in the 
use of radioisotopes? Iam speaking now of gages and the production 
of devices for industry to use. 

Mr. Cennamo. Sir, I don’t have a definite answer to that question, 
but my guess would be approximately 100 to 200. 

Generally speaking they are small companies by way of capital com- 

ared to larger corporations. There are of the order 100 to 200 putting 
ausine on the m: laboratory, industrial, or medical 
devices. 

Representative Hortrretp. This would indicate that there has been 
quite a development in this field as a result of the Atomic Energy 
Commission being able to furnish you the basic material which would 
allow you to go into business. While it is true as you say in your 
statement that there were all types of patents filed for the use of 
beta and gamma rays, yet there was not a cheap product available 
which would allow you to apply that in a mass way in instruments 
which could be used in industry until the Atomic Energy Commission 
started producing these isotopes in their reactors and made them avail- 
able in a mass way for your companies to use. 

Is that not true? 

Mr. Cennamo. That is true, sir, and our relationship with the Com- 
mission in the licensing field has been, you might say, the most cordial. 
We have been very cooperative with the Commission and the Com- 
mission has been very cooperative in our program. We certainly ap- 
preciate what the Commission has done in making available to us 
radioisotopes, as you say, at a low cost. 

Also, making them readily available to us. 

T still would like to point out, sir, that despite the relative cost of 
these radioisotopes that the development in this particular field started 
long prior to the Commission itself, and there are other source types 
of material available not licensed by the Commission. Radium is one, 
and direct X-ray is another one. 

Representative Horirrerp. Of course your patent position in that 
field is established because it happened prior to the act. 

Mr. Cennamo. Yes, sir. 
Representative Hotrrrerp. Just the same as the Enrico Fermi 


patents were established and were considered as an established equity. 
Mr. Cennamo. Yes, sir. 
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Representative WrstLanp. Are you saying, Mr. Cennamo, that your 
company hesitates to do business with the Atomic Energy Commission 
because of the fear that you might lose your patent position ? 

Mr. Cennamo. First of all, sir, 1 would like to say, or like to inter- 
pret “doing business.” 

We do business with the Commission every day. I assume you are 
speaking of a contractual relationship for the development of instru- 
ments for the benefit of the Commission’s program. My answer to 
that is, yes, sir, we are very reluctant. As a matter of fact, we have 
not even submitted proposals when requested to enter into a con- 
tractual relationship with the Atomic Energy Commission only be- 
cause of the patent sections of the 1954 Atomic Energy Act. 

Representative Wxstianp. In a contract, couldn’t you write into 
the contract itself as a condition precedent, assuming this contractual 
relationship, that in no way would your patent position be injured or 
affected ? 

Mr. Cennamo. First of all it is not quite that simple. At least with 
the Commission in my experience we cannot cross out everything that 
has happened in the past. The first reason I say this is because it is 
on a cost-sharing program. Not only are we not compensated for 
our know-how, our background, our facilities, our training and experi- 
ence in the field, but we are not even getting full compensation for the 
work that is offered under the contract. 

Representative WesTLanp. I can’t quite understand that, since you 
have not entered into any contractual relationship. How do you mean 
you are not getting any compensation ? 

Mr. Cennamo. I used the wrong tense. I meant to say we would 
not get if we entered into the contractual relationship. 

Representative WesrLanp. It seems to me assuming quite a bit when 
you have not even written the contract to decide ahead of time that 
you would not get paid the proper amount. 

Mr, Cennamo. Perhaps it is an assumption, sir. These were the 
terms that were offered. When you sit down and negotiate terms of 
a contract they can be changed. 

Representative WestLanp. In other words, you have attempted to 
negotiate contracts ? j 

Mr. Cennamo. We have discussed this matter with the Commission 
on several occasions; yes, sir. ; 

Representative WerstLanp. But so far have never entered into a 
contract because of the terms of the contract ? 

Mr. Cennamo. Yes, sir. 

Mr. Toit. Mr. Cennamo, isn’t it true that as long as you developed 
your product with your own money completely privately you have had 
no patent problems caused by the Commission; is that correct ? 

Mr. Cennamo. Other than the licensing provision. To stick liter- 
ally to your question, this is correct. There are other problems, how- 
ever, that you might say are directly attributable to the patents that 
we have. It is more of the future that I am concerned with, than the 
past. 

Mr. Tot. It is when you seek Government funds through Govern- 
ment contracts that you will give up any rights to the patents devel- 
oped through those contracts; is that right? 

Mr. Cennamo. Yes, sir. But I would like to interpret a little bit 
more your wording of “seeking Government contracts.’ 
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I would like to make it clear that we have not sought Government 
contracts. We feel that there will come a time when we will be com- 
pelled to get into a contractual relationship with the Atomic Energy 
Commission because of our reputation and our position in the field. 

If you would like for me to give you a specific instance, I will do 
that, sir. 

For instance, many of the companies purchasing our equipment are 
also Atomic Energy Commission major contractors—General Electric 
is one of them; Olin Mathieson is another. These companies recog- 
nize our position in the gaging and instrument field. They will call 
upon us when a problem arises. They say, “we understand you have 
the know-how in this particular field; how can you help us.” As soon 
as we find out that the questions they ask are directly related to 
Atomic Energy contracts, we have to turn a cold shoulder to them. 
It is just so long that you can turn a cold shoulder to your customers 
and stay in a competitive business. It is just not done. 

This is why I say we feel that we will be compelled into a contrac- 
tual relationship sooner or later with the Commission. 

Mr. Tout. If you did business with the General Electric Co. and the 
General Electric Co. financed it, who would get the benefit of it? 

Mr. Cennamo. Under the normal contractual relationhip we would 
retain the patent rights. They would have a right to use. 

Representative Hotirretp. This is supposed that the money used by 
General Electric would be their own money. 

Mr. Cennamo. Yes, I presupposed that. 

Representative Hoxirretp. The point where you see there might be 
some conflict in your patent position would be that if General Elec- 
tric, as a contractor with AEC, mingled AEC money with theirs and 
with yours in any contract with you that you would have to assume 
the same obligations they do. 

Mr. Cennamo. We would be just a subcontractor under their con- 
tract. 

Representative Hortrrerp. But if they wanted to hire you to de- 
velop any type of device in the field of isotopes use on a separate con- 
tract, using their own money, and not charging it up to a Government 
contract, you would not find yourself in an embarrassing position. 

Mr. Cennamo. No, sir, we do this all the time. 

Mr. Touu. If the General Electric Co. were to finance research 
and development by your company, it is my understanding that, under 
normal industrial practice, that General Rlectris Co., not your com- 
pany, would get the patents, and therefore AEC policy is consistent 
with normal industrial practice. The person who pays for the re- 
search and development gets the inventions; is that correct ? 

Mr. Cennamo. No, sir, I don’t believe it is normal practice. I 
think my report emphasizes some of the equities involved in deter- 
mining what the contractual rights are under an item being developed. 
It may very well be true that it would be the result that they would 
get the title. I think under the circumstances of our particular rela- 
tionship I don’t think they would get title to the invention. 


Representative Hoxtrrecp. That would be in accordance with the 
terms of the contract ? 


Mr. Cennamo. That is right. 
Representative Horirreip. If General Electric came to you with a 
problem and said we will furnish X number of thousand dollars 








ATOMIC ENERGY PATENTS 111 


for you to develop for us the type of instrument that we need and 
we will share with you in the benefits of any patents that, may 
accrue or we will give them all to you or we will retain them, then 
it would be a matter of voluntary association on your part as to 
what the terms would be. 

Mr. Cennamo. Yes, sir. I don’t think this is necessarily general 
practice. I think it is strictly a contractual relationship. 

Representative Hotirretp. You may proceed. 

But first I will read to you the testimony we have from the Com- 
mission to the effect that it has been the general commercial practice 
for many industries to acquire the rights of inventions from industry- 
sponsored research and development work. 

Furthermore, most industry has pursued the policy of acquiring 
rights in the inventions of its employees. 

The policy of the U.S. Government has not been uniform. 

And then it goes on to say that the Defense Establishment has 
one arrangement, the Department of the Interior, the Department of 
Agriculture, Federal Aviation Administration, and others have pur- 
sued industrial policy in acquiring rights. It is the Commission view 
that where the Commission sponsors and pays for the research and 
development that the resultant inventions -and discoveries should 
be the property of the Government for the benefit not only of the par- 
ticular contractor but of the general public. 

That is their testimony on that point. 

Mr. Cennamo. Yes, sir. 

I do not believe I have anything to add, sir. 

Representative Honirietp. We thank you, sir. 


The Chair wishes to commend you for coming forward with a 
statement of this kind, because we do not have as many witnesses 
as we expected presenting your viewpoint. 

Thank you very much. 

(The following supplementary statement was subsequently received 
from Mr. Cennamo:) 


REPORT ON THE FirinG or AF¥FImpAvirs UNpbER SEcTION 152 oF THE 1954 ATOMIC 
ENERGY ACT 


I. 42 U.S.C. 2182 (SEC. 152) 


This section of the 1954 Atomic Energy Act requires “* * * a statement under 
oath setting forth the full facts surrounding the making or conception of the 
invention or discovery described in the application * * *.” 


Il. PRIOR TESTIMONY 


The following is an excerpt taken from my testimony given before the Joint 
Committee on Atomic Energy on April 22, 1959: 
“2. Filing of affidavits 

“The filing of affidavits required by section 152 is believed to be an unreason- 
able burden placed on the patentee of systems and apparatus that only in- 
cidentally use radioisotopes. As pointed out above, the development of com- 
mercial products utilizing radioisotopes has been by private capital and not 
through Commission funds. Most companies in this field have had no contracts 
with the Commission or perhaps only incidental subcontracts for minor sums. 
Nonetheless, every patent application relating to the use of “atomic energy” must 
be accompanied by an affidavit setting forth all facts surrounding the making 


of the invention, the primary purpose, of course, to determine what, if any, 
public interest there is in the invention. 





112 ATOMIC ENERGY PATENTS 


“The industries commercially utilizing radioisotopes have built up their 
status through competition and a strong patent system. To defy the principles 
of the patent system for the benefit of the Commission is a serious breach to 
the competitive status of these industries. In other words, the necessity of re- 
quiring such a detailed history of every invention relating to atomic energy by 
those companies having no contractual relationship with the Commission is 
neither appreciated nor understood.” 


III. WHAT CONSTITUTES FULL FACTS 


The above testimony is based on a prior opinion that the statute requires the 
filing of an affidavit with the Commissioner of Patents giving facts surround- 
ing the making of the invention. Accordingly, in the prosecution of its patent 
applications in the U.S. Patent Office this corporation, in its endeavor to comply 
with the law, has filed with the Commissioner of Patents the “full facts sur- 
rounding the making of the invention” on each patent application prior to its 
issuance. 

In the review of certain Patent Office file wrappers it has come to our atten- 
tion that others filing affidavits with the Commissioner of Patents under section 
152 were not filing the full facts—as a matter of fact, some corporations were 
not filing any facts surrounding the making of the invention. 

The query, then, is how much information is required to satisfy the full facts 
requirement of section 152. 


IV. ADMINISTRATIVE PROCEDURE 


Since it is apparent that the purpose of this requirement of section 152 is for 
the AEC to make a determination of their rights to inventions filed in the 
U.S. Patent Office, the above query of how much information is required was 
submitted orally to the Commission. The answer received was that it is strictly 
up to the Commissioner of Patents to determine how much information is 
required. 

This response was followed by a statement that the procedures used by most 
corporations is to file the minimum amount of information with the Commissioner 
of Patents. Then if the AEC determines from its card file that they may have 
rights they will request further information for their satisfaction. But this ad- 
ditional information is submitted directly to the AEC and does not become a part 
of the public file wrapper of the patent. 

From a practical standpoint the Commissioner of Patents is not in a position 
to determine what facts are essential for a determination of the rights of the 
AEC. It is the AEC that has the contractual information and only they can 
determine whether the invention comes within the scope of the contract or other 
relationship. Nonetheless, unless a procedure is established by law there will 
be those that will suffer merely because of their intentions to comply with the 
law. 

A final point is that there is no apparent policing of the filing of affidavits by 
the Commissioner of Patents or the AEC. This is evidenced by the fact that 
patents relating to the use of atomic energy are being issued without the filing 
of affidavits of any kind. 


Vv. ANALYSIS OF PURPOSE OF REQUIREMENT 


When the additional information is submitted to the AEC rather than the 
Commissioner of Patents the purpose of the statute, i.e., to permit the AEC to 
make a determination of its rights, is met; but has the law been complied with? 
Also, since the law requires the filing of the full facts, and since the affidavits 
become public records, is then the additional information submitted to the AEC 
public information? 

VI. VALIDITY OF PATENT 


Section 152 states, ““* * * Nopatent * * * shall be issued unless the applicant 
files * * * a statement under oath setting forth the full facts surrounding the 
making or conception of the invention * * *.” If the filing of an affidavit with 
the Commissioner of Patents giving full facts surrounding the making of the 
invention is a prerequisite to the issuance of the patent, then each and every 
patent issued without the full facts submitted to the Commissioner of Patents 
is invalid. 
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An unoflicial opinion of an AEC patent representative is that the failure to 
file such an affidavit makes the issued patent invalid. But the validity require- 
ment should not be limited to failure to file and must be extended to failure to 
file the full facts. 

VII. SUMMARY 

Patents relating to use of atomic energy are being issued without the filing 
of the affidavit required by section 152. 

On those applications where an affidavit is required, no uniform procedures 
have been established in the Patent Office for the determination of what con- 
stitutes the full facts surrounding the making of the invention. 

The AEC has taken the position that it is up to the Commissioner of Patents 
to determine what constitutes full facts and so long as the information is sub- 
mitted to the AEC upon request, the interests of the Commission are satisfied. 
The information submitted directly to the Commission does not become a part 
of the public file wrapper of the issued patent. 


VIII. CONCLUSION 


The requirements for the filing of affidavits on those patent applications relat- 
ing to the use of byproduct material should be stricken. 

In any event, clarification is required on the inconsistencies of the statute. 
If the law requires that “full” facts be filed with the Commissioner of Patents 
it should so state unambiguously. 

If the sole requirement of the statute is to satisfy the interest of the AEC, 
then the law should provide for the filing of the affidavits directly to the Com- 


mission with a clear understanding of whether or not the information is to be 
made public. 


Respectfully submitted. 
ANTHONY D. CENNAMO, 
Patent Counsel for Industrial Nucleonics Corp. 
Representative Ho.trterp. Our next witness is Mr. Paul Nelson, 


National Rural Electric Cooperative Association. 
Mr. Nelson. 


STATEMENT OF PAUL NELSON, STAFF ECONOMIST, NATIONAL 
RURAL ELECTRIC COOPERATIVE ASSOCIATION 


Mr. Netson. Mr. Chairman and members of the committee, I will 
take as short a time as possible. 

Representative Houirretp. I notice you have a short statement. 

Mr. Netson. Yes, sir. My name is Paul Nelson. I am the staff 
economist for the National Rural Electric Cooperative Association. 
The NRECA is the national trade and service association for over 
95 percent of the rural electric organizations in the country. These 
rural electric organizations have some 4 million consumer-members. 

I am not, nor is anyone of the staff of NRECA, expert in the highly 
technical discipline of patent law, nor do we claim to be fully versed 
in all of the content, ramifications and significance of all the patent 
provisions of the Atomic Energy Act of 1954. For these reasons, we 
would like to limit this statement to a few brief remarks on subsec- 
tion 153h, the so-called “compulsory licensing of patents” provision— 
a provision of the law which we feel has great significance for not 
only the rural electric program but for the entire American public. 

NRECA has since the debates on the proposed 1954 atomic energy 
legislation continued to oppose the granting of “traditional” patent 
rights where atomic energy technology is concerned; we again made 
this position clear at the Atomic Energy Commission patent meeting 
held on April 15, 1958. We would at this time like to take a few 
brief moments of the committee’s time to again reiterate our position. 
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We continue to believe that the United States has not begun to 
scratch the surface of nuclear power art and tecnology. ‘To be sure, 
great progress has been made in the last several years in developing 
the “nuclear arts”; however, I do not think it would be stretching the 
point too much to say that in this new technological field, we occupy 
the same relative position that lighter-than-aircraft technology occu- 
pied in the day and age of the Wright Brothers. The wisdom of the 
Congress, both in 1916 and 1954, I believe, recognized this fact by 
providing certain restrictions or exceptions in the Atomic Energy 
Act to the operation of traditional patent policy and law. 

We certainly agree with Mr. Casper Ooms, former U.S. Commis- 
sioner of Patents and member of the Atomic Energy Commission’s 
Patent Advisory Panel, when he said in 1956 that: 

A properly guarded and restricted provision to permit the Commission to 
exercise a reserve power of subjecting any dominating patent to compulsory 
licensing seems at this stage to be a necessary part of atomic energy legislation. 
The very restricted provision for compulsory licensing which is found in the 
1954 act accomplishes this purpose. 

We cannot fully agree with the more recent statement made by 
Mr. Ooms to the effect that since industry is rather unanimously 
opposed to the present compulsory licensing provision of the 1954 
act, and since, in Mr. Ooms’ opinion, the compulsory licensing pro- 
vision was placed in the act exclusively for industrial protection, that 
the provision for compulsory licensing could be idee. It is our 
belief that the legislative intent in enacting the compulsory oe 
section of the act was not only to protect industry in general, 
but also to protect the public, which no one would deny has a great 
stake and investment in the entire complex atomic energy develop- 
ment. To be sure, industrial witnesses and representatives have 
consistently opposed the compulsory licensing provision of the act; 
however, as has been pointed out, little, if any, of the criticism that 
has been voiced by industry has been documented with actual cases. 

To our way of thinking, the compulsory licensing provision of the 
act allows, as former Attorney General Herbert Brownell has pointed 
out, the U.S. Government to take “preventative action” in an effort 
to maintain some competitive elements in this vital and nascent techni- 
cal field. 

I believe our position has been most adequately expressed by two 
of our Nation’s leading economists—Walter Adams and Horace M. 
Gray. who stated the probiem in this manner: 


* * * the argument that ordinary patent privileges should apply to atomic 
energy in the same way that they apply to other fields is not justified by the 
facts, at least at this time. To say that everybody has an equal opportunity to 
patent inventions and discoveries is misleading and disingenuous. 

It is not equal opportunity to open the door to any and all comers, when some 
are on the doorstep and others are miles away. It is not enought to define 
free enterprise like the elephant, who, dancing among the chickens, shouted, 
“Tt’s every man for himself.” 

Whether compulsory licensing of patents should be the rule for another 5, 
10, or 15 years is almost impossible to say at this moment, but the better part 
of wisdom would be to continue compulsory licensing long enough to assure 
broad participation in the industry and development along competitive, rather 
than monopolistic lines. 

Let the race go to the swift, but only after all contenders have had a chance 
to move up to the starting line. 
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Without taking up any further time of the committee, I will close 
by saying that in our opinion, section 153h of the Atomic Energy Act 
of 1954 should be extended and, therefore, we fully suppor% the legis- 
lation introduced by Senator Gore—S. 1652—and Mr. Holifield—H.R. 
5846—and the similar position taken by the Atomic Energy Commis- 
sion in this matter. 

Representative Honerenp. Are there any questions? 

Mr. Toti. Mr. Nelson, you don’t take any exception to the American 
patent system as a whole? You believe it has a proper place in our 
economic society ¢ 

Mr. Netson. By all means. This is a rather peculiar imstance in 
this nuclear { _ and I believe a valid exception to traditional patent 
procedure. I don’t know of any other type technology where the 
public has invested funds to anywhere near the extent that they have 
invested in the atomic energy program. 

Representative Houtrrmerp. Thank you, Mr. Nelson, for your state- 
ment. 

Our next witness is Mr. William H. Davis, of the New York Patent 
Law Association. 

We are glad to have you before us again, sir. 


STATEMENT OF WILLIAM H. DAVIS, ON BEHALF OF THE ATOMIC 
ENERGY COMMITTEE OF THE NEW YORK PATENT LAW ASSOCIA- 
TION 


Mr. Davis. Mr. Chairman, I have a paper « of which copies hi 


been handed up. I am not going to take your time to read it. 


you agree I will submit it and r n try to touch the high spots. 
Representative Hotrrretp. It will be printed in its entirety and you 
go ahead and take such time as you feel you need to bring *hefoas us 
the important points of it. 
(Mr. Davis’ complete statement follows:) 


The committee is unanimously of the opinion that the time has come to free 
the technology of atomic energy from the restrictions as to patents embodied 
in the Atomic Energy Act of 1954, and to restere it to the same status with re- 
Spect to patents as all other technology, unless upon some specifie point or 
points there are realistic reasons of great weight for doing otherwise. 

The policy of the United States as to the development, use and control of 
atomic energy is declared by the Congress to be— 

(1) “To make the maximum contribution to the general welfare, subject 
at all times to the paramount objective of making the maximum contribu- 
tion to the common defense and security.” 

(2) “To promote world peace, improve the general welfare, increase the 
standard of living, and strengthen free competition and private enterprise.” 

We are discussing the patent sections of the act—151 to 160, inclusive—and 
their relation to the realization of that declared policy. 

We underscore that an invention and a patent are very different things. An 
invention is an imaginative creation that carries the art beyond the previously 
available resources of skillful men; it is inventions that achieve progress in the 
useful arts. A patent is a governmental grant to an inventor of the right to 
exclude others from the use of his invention for a limited time. It is by such 
right to exclude that patents promote the initiation, the disclosure and the ex- 
ploitation of inventions. 

Section 151 excludes inventions in atomic weapons from our patent system— 
paragraphs (a) and (b). Section 157 substitutes for the grant of a patent 
payment of just compensation determined by the Patent Compensation Board. 
We are opposed to this substitution at the very heart of the development and 
use of atomic energy for the common defense, i.e., in weapons. 
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We agree with the recommendations of Mr. Dienner and Mr. Brown of the 
patent panel of the Atomic Energy Commission that paragraphs (a) and (b) 
of section 151 should be repealed—Selected Materials on Atomic Energy Patents, 
volume 1, March 1959, pages 34 and 36. 

The third member of the panel, Mr. Ooms, makes no recommendation. He 
notes the objections that have been made on the ground that it deprives the 
development of atomic patents of the normal incentive inherent in the patent 
System. 

As to the arguments advanced in support of the provision, he mentions secrecy, 
and the thought that since the Government is the only market for such inven- 
tions and has full freedom under title 28, United States Code, section 1498 to 
make and have made such inventions subject only to liability to the patentee 
in the Court of Claims, and since the multiple sources of military supplies re- 
quired by the Government for defense procurement cannot be enjoined, “there is 
really no benefit conferred by a patent upon a military weapon. * * * In many 
respects a patent on a military weapon is emasculated, and its possession a 
delusion.” 

But let us take a realistic look at the effect of abolishing the patent system and 
substituting a Government award, in this or any other useful art. 

We believe that experience with inventors soon brings one to realize that 
they are persons who have or want to have the obligations of a family, to meet 
the cost of living, and to pay taxes, like the rest of us. Creative inventions 
do not come to them out of the blue, like babies delivered by the stork. On the 
contrary, they devote their time and energy and even risk the welfare of their 
families in pursuit of a passion for creation which drives them to follow the 
road of invention as a way to keep alive and improve their standards of living. 
They expect to reach their goal by the fruits of their invention. 

One who says to such a person that patents are not granted in the field of 
atomic weapons and tries to persuade him that Government bounty is the 
equivalent is unlikely, in our opinion, to have any success. The inventor’s 
desire is to be in a position to bargain with the Government on the basis of a 
right measured by his invention and protected by the legislation under the 
constitutional provision for securing for limited times to inventors the exclusive 
right to their discoveries. 

It is true that the Federal Government is preeminently the buyer in this field, 
and no doubt this puts limits on the bargaining possibilities. It is not however 
by any means true that the market for American manufacturers of weapons is 
solely the Federal Government. That may be true of atomic weapons at the 
moment, but it may not continue to be true. Our military forces having protec- 
tion under 28 U.S.C. 1498 have been content to get along without wiping out 
the incentive of the patent system with respect to weapons other than atomic 
weapons. Wesee no reason why the same rule should not be applied in connec- 
tion with atomic weapons, and every reason why it shouid be, since otherwise 
inventors generally will turn away from the development of the art of atomic 
weapons: which is so critically important for the country’s defense. 

Section 151(c), which provides for reporting to the Atomic Energy Com- 
mission all inventions in the field of atomic weapons—(a) and (b)—would not 
be necessary if the incentive of the patent system were preserved, since the in- 
ventors would then file patent applications and all such applications are re- 
ported to the Atomic Energy Commission under the provisions of section 151(d). 

But section 151(c), perhaps by inadvertence, embraces also the reporting of 
all inventions, “useful in the production or utilization of nuclear material or 
atomic energy,” within a defined period after the inventor “completes the inven- 
tion, or first discovers that it is useful in the manner expressed in the statute.” 

The vagueness of this requirement both with respect to the subject matter and 
with respect to the date of completion of the invention or the discovery of its 
usefulness in the defined field has made it practically incapable of implementation. 
The only sanction is the provision of section 157(b) (3) that the report is a 
necessary prelude to the application for an award. 

Section 152 provides that inventions “useful in the production or utilization 
of special nuclear material or atomic energy, made or conceived under any con- 
tract,” et cetera, “or other relationship with the Commission,” “shall be deemed 
to have been made or conceived by the Commission” or as now proposed in the 
suggestions in the AEC draft bill—Selected Materials, page 20—‘shall be vested 
in and shall be the property of the Commission.” It is this provision of the 
act that has made it almost impossible for independent organizations who engage 
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in Government atomic energy work and also in private atomic energy develop- 
ments to operate without imperiling their patent rights in their private inven- 
tions. This has already led to a very substantial withdrawal of important in- 
dustrial enterprises from the field of Government atomic development, and in 
our opinion this withdrawal will “snowball” unless this provision of the act is 
repealed. 

One gathers from the statement of Mr. Roland Anderson on behalf of the 
AEC “Selected Materials,” pages 133-143, that the Commission is well satisfied 
with its benignity in the exercise of this broad power, but we suggest that that 
is to be expected from such an administrative agency. 

Moreover, the fact is that patent rights which come into the hands of the 
U.S. Government are no longer patent rights at all. The right to exclude 
which the Patent Act provides has never been exercised by the U.S. Gov- 
ernment and, in our opinion, never will be. It is hardly necessary, we think, 
in speaking to this body, to emphasize the political implications that would be 
involved in any plan to have the Atomic Energy Commission grant exclusive 
rights under Government-owned patents. 

The disruptive effect upon the foreign patent rights of American inventors and 
industrial concerns has been adequately treated by other summations included in 
the “Selected Materials” pamphlet, and needs no elaboration by us. While we 
agree with the suggestion that if this provision is to be retained in the act in 
any form the Patent Office Board of Interferences shall be relieved of the duty 
of determining whether the invention was made or conceived under the condi- 
tions specified in the act and this duty should be transferred to the U.S. 
district courts, yet we do not think that that would remove the basically 
undesirable effects of section 152. On the contrary, we are in full agreement 
with the recommendations of Mr. Dienner and Mr. Brown that this section 
should be repealed; that the Government should rely on the law as established 
in the case of U.S. v. Dubilier, 289 U.S. 178; and that the provision for assign- 
ment to the United States should be covered in the contracts made by AEC. 

Section 153 is the section which provides for compulsory licensing when the 
Commission finds ‘‘that the use of invention or discovery is of prime importance 
to the conduct of an activity” by a person licensed to use the invention under 
the act, and that the applicant for the license “cannot otherwise obtain a patent 
license from the owner of the patent on terms which the Commission deems to 
be reasonable.” 

We agree with Mr. Ooms that “compulsory licensing fundamentally is a viola- 
tion of the essential concept of the patent system” and that it “contradicts the 
fundamental feature of a patent” so that there has been developed a public atti- 
tude that ‘‘ecompulsory licensing is abhorrent to the patent system.” 

Furthermore, we believe that such a provision is unnecessary for the intended 
purpose. The issuance of an injunction is within the power of an equity court, 
and our courts have never hesitated to deny an injunction on the balance of the 
equities where it appears that the possible hardship to the patent owner, who can 
recover reasonable compensation, is overborne by considerations of the harm to 
the public that would result from an injunction. See, for example, City of Mil- 
waukee v. Activated Sludge, 69 F. 2d 577, at page 593. 

While we think this power in the equity courts is already available and well 
established in the law, yet if the Congress feels that it needs to be made more 
explicit, as we do not, then we would suggest a congressional enactment to the 
effect that a finding of the AEC in conformity with the provisions of section 153 
would be taken in any court of competent jurisdiction as prima facie evidence 
that an injunction should not issue. 

Subsection (h).—If the compulsory license clause is retained in the act we do 
not think that any change should be made in the date September 1, 1959, which 
now appears in subsection (h). The only considerable contentions in favor of 
changing this date that we find in “Selected Materials” are the contentions of 
the two associations engaged in public service enterprises, the National Rural 
Electric Cooperative Association and the American Public Power Association— 
“Selected Materials,” pages 153 and 168. We believe that the apprehensions of 
these associations are unjustified in view of the power of the equity courts to 
protect the public interest by injunctions, to which we have referred. 

Section 154, which prohibits injunctions where the use is licensed under sub- 
paragraphs (b) and (3) of section 153 is, in our opinion, quite unnecessary and 
should be repealed. 
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Section 155, which provides that undisclosed knowledge in the AEC shall be a 
bar to patenting of an invention throws a cloud upon the validity of all patents 
in any way related to the atomic energy program. 

Section 156, which provides for Commission patent licenses is, in our opinion, 
unnecessary since we do not believe that the United States ever should or ever 
will set up any administrative agency for exercising the right to exclude under 
U.S. patents, a practice which, as Mr. Ooms points out, “would constitute 
a fundamental departure from more than a century of free licensing.” 

Section 157 which sets up the Patent Compensation Board and provides for 
compensation, awards and royalties to the owner of a patent licensed under sec- 
tion 158 or subsections 153(b) or 153(e) and to persons seeking just compensa- 
tion under section 151 is, of course, part of the scheme for substituting an award 
for the usual compensation available to a patentee in the Court of Claims. While 
we fully agree that the Patent Compensation Board set up by the AEC has done 
a first class job, yet that does not alter our conviction that the whole scheme 
should be eliminated from the act. 

Section 158—Monopolistic use of patents —Everyone agrees that this section 
should be repealed, including the Atomic Energy Commission. 

Section 159.—It seems entirely clear that there is nothing in the act that 
affects the right of the Commission to require that patents granted or inventions 
made or conceived during the course of federally financed research, or operation, 
be assigned to the United States. The Commission certainly has the right and 
power to require that in its contracts, and we agree with Mr. Brown that the 
clause being unnecessary and therefore superfluous may also be misleading. We 
think it should be repealed. 

Section 160—Saving clause.—We agree with the members of the Atomic Energy 
Patent Panel that some type of saving clause should be incorporated into the 
act, in accordance with whatever changes are otherwise made in the act. 





Mr. Davis. I come here as chairman of the committee on atomic 
energy of the New York Patent Law Association. This statement 
that I filed isa statement of that committee. 

I should say to you gentlemen that we had a subcommittee of the 
committee appointed, and I had the subcommittee’s report. I drafted 
this thing and embodying that and the consensus, as I thought, of 
some extended discussions in the full committee. 

I should like to reserve the right of any of my conferes reading this 
over if they don’t avree to let you know. 

I have been practicing patent Jaw in New York over half a century, 
representing individual inventors, small business concerns, and large 
business concerns. I have some knowledge of the atomic energy de- 
velopment. 

I think perhaps Senator Hickenlooper will remember that I testi- 
fied before his committee before the 1946 act was passed and also 
worked with the staff, and I was the chairman of the Panel of the 
AEC from its start until about 4 or 5 years ago. At that time my 
own professional work had begun to spread into atomic energy and 
I thought I better get out of this governmental relationship. 

The first item I want to speak of is section 151, although that is not 
so awfully important, specifically. That is the section which removes 
inventions of atomic weapons from the patent law. You can’t have 
a patent in that field. 

I think that is a great mistake and an unnecessary one. The gen- 
eral position of our committee, gentlemen—and it is an old one which 
you are all familiar with—is that the atomic ener gy art should be re- 
turned to the normal process of the patent system ends upon some 
specific point or points there are realistic reasons of great weight for 
doing otherwise, or as the lawyers would say, we think the burden of 


proof ought to be on the person that is going to depart from the patent 
system. 
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It is from that position that I want to speak of these several items. 

To be sure, patents on atomic weapons, as Mr. Ooms has pointed out, 
don’t amount to much as patents because of the fact that the Federal 
Government is the principal buyer. Although I have known Bill 
Ooms for many years, and admire him very much, I think he some- 
what overstated that. 

in the first place, it is not necessarily true, and it is hardly likely 
to continue to be true that the only customer of an American manu- 
facturer of atomic weapons would be the United States. But assume 
that it did remain true, there is no occasion for any further protection 
of the United States than the provisions of the act that gives the 
Court of Claims the jurisdiction to award damages or complete com- 
pensation but prohibits any injunctions, so that neither the Govern- 
ment nor its contractors or supply people can be stopped from using 
any invention. 

{t has been said, “Well, then, why not say no patents?” 

My answer, gentlemen, has a certain psychological twist but I as- 
sure you it comes from extended experience. I would like to be able 
to picture to you what an inventor really is, as an individual. 

He is an individual like you and me. He has a family or he hopes 
to have. He knows he is going to have to support them. He has 
to pay his taxes, he would like to improve his standard of living. He 
has all those human characteristics. 

But he has this idea, a creative idea, or he thinks it is. He is filled 
with passion for that idea. Completed inventions don’t come to in- 
ventors without creative effort, the way completed babies come with 
the stork. They have to be worked for, developed. 

What happens is these inventors devote their lives to this work, 
often too much so. But they doit anyway. Their hope for reward— 
that is, for improving their standard of living and justifying what 
they have done to their families—that hope rests in the fruits of this 
invention. They naturally think very highly of the possibilities of 
those fruits. 

But that is what they want. If you go toa man who has some idea 
in atomic weapons, and he said, “I am going to devote my life to this, 
patentable in its nature.” But, you say to him, there is no patent law 
in atomic weapons. You say to him, “That is all right, Tom, don’t 
worry about that; it doesn’t make any difference. Nobody but the 
Government is going to buy your thing anyway, and besides that, 
they have set up in Washington in the Atomic Energy Commission a 
Board which will make you an award.” 

I know what he would say. He would say, “No, I want a chance to 
bargain with the United States and I want to have in my hands the 
right that is provided by the Constitution that if I have a patent- 
wble invention—that would be his way of putting it—I want to have 
that in my hand to bargain with. I don’t want any award. I don’t 
want a ribbon pinned on to me at all. It is all right for Russia. 
That is the way they do, but we don’t like those things here.” Iam 
sure that would be the response. 

You take a smail businessman, any number of my clients who start 
in business, have to depend on the existence of patent rights. I rep- 
resented from 1896 until I came to Washington on extracurricular 
activities in the Second World War, the Electric Boat Co., which 
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Section 155, which provides that undisclosed knowledge in the AEC shall bea 
bar to patenting of an invention throws a cloud upon the validity of all patents 
in any way related to the atomic energy program. 

Section 156, which provides for Commission patent licenses is, in our opinion, 
unnecessary since we do not believe that the United States ever should or ever 
will set up any administrative agency for exercising the right to exclude under 
U.S. patents, a practice which, as Mr. Ooms points out, “would constitute 
a fundamental departure from more than a century of free licensing.” 

Section 157 which sets up the Patent Compensation Board and provides for 
compensation, awards and royalties to the owner of a patent licensed under sec- 
tion 158 or subsections 153(b) or 153(e) and to persons seeking just compensa- 
tion under section 151 is, of course, part of the scheme for substituting an award 
for the usual compensation available to a patentee in the Court of Claims. While 
we fully agree that the Patent Compensation Board set up by the AEC has done 
a first class job, yet that does not alter our conviction that the whole scheme 
should be eliminated from the act. 

Section 158—Monopolistic use of patents—Everyone agrees that this section 
should be repealed, including the Atomic Energy Commission. 

Section 159.—It seems entirely clear that there is nothing in the act that 
affects the right of the Commission to require that patents granted or inventions 
made or conceived during the course of federally financed research, or operation, 
be assigned to the United States. The Commission certainly has the right and 
power to require that in its contracts, and we agree with Mr. Brown that the 
clause being unnecessary and therefore superfluous may also be misleading. We 
think it should be repealed. 

Section 160—Saving clause.—We agree with the members of the Atomic Energy 
Patent Panel that some type of saving clause should be incorporated into the 
act, in accordance with whatever changes are otherwise made in the act. 

Mr. Davis. I come here as chairman of the committee on atomic 
energy of the New York Patent Law Association. This statement 
that | filed isastatement of that committee. 

I should say to you gentlemen that we had a subcommittee of the 
committee appointed, and I had the subcommittee’s report. I drafted 
this thing and embodying that and the consensus, as I thought, of 
some extended discussions in t] 1e full committee. 

I should like to reserve the right of any of my conferes reading this 
over if they don’t avree to let you know. 

I have been practicing patent Jaw in New York over half a century, 
representing individual inventors, small business concerns, and large 
business concerns. I have some knowledge of the atomic energy de- 
velopment. 

I think perhaps Senator Hickenlooper will remeinber that I testi- 
fied before his committee before the 1946 act was passed and also 
worked with the staff, and I was the chairman of the Panel of the 
AEC from its start until about 4 or 5 years ago. At that time my 
own professional work had begun to spread into atomic energy and 
I thought I better get out of this governmental relationship. 

The first item I want to speak of i is section 151, although that is not 
so awfully important, specifically. That is the section which removes 
inventions of atomic weapons from the patent law. You can’t have 
a patent in that field. 

I think that is a great mistake and an unnec essary one. The gen- 
eral position of our committee, gentlemen—and it. is an old one which 
you are all familiar with—is that the atomic energy art should be re- 
turned to the normal process of the patent system asked upon s some 
specific point or points there are realistic reasons of great weight for 
doing otherwise, or as the lawyers would say, we think the parted of 
proof ought to be on the person that is going to depart from the patent 
system. 
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It is from that position that I want to speak of these several items. 

To be sure, patents on atomic weapons, as Mr. Ooms has pointed out, 
don’t amount to much as patents because of the fact that the Federal 
Government is the principal buyer. Although I have known Bill 
Ooms for many years, and admire him very much, I think he some- 
what overstated that. 

in the first place, it is not necessarily true, and it is hardly likely 
to continue to be true that the only customer of an American manu- 
facturer of atomic weapons would be the United States. But assume 
that it did remain true, there is no occasion for any further protection 
of the United States than the provisions of the act that gives the 
Court of Claims the jurisdiction to award damages or complete com- 
pensation but prohibits any injunctions, so that neither the Govern- 
ment nor its contractors or supply people can be stopped from using 
any invention. 

It has been said, “Well, then, why not say no patents?” 

My answer, gentlemen, has a certain psychological twist but I as- 

sure you it comes from extended experience. I would like to be able 
to picture to you what an inventor really is, as an individual. 

He is an individual like you and me. He has a family or he hopes 
to have. He knows he is going to have to support them. He has 
to pay his taxes, he would like to improve his standard of living. He 
has all those human characteristics. 

But he has this idea, a creative idea, or he thinks it is. He is filled 
with passion for that idea. Completed inventions don’t come to in- 

ventors without creative effort, the way completed babies come with 
the stork. They have to be worked for, developed. 

What happens is these inventors devote their lives to this work, 
often too much so. But they do it anyway. Their hope for reward— 
— is, for improving their standard of living and justifying what 

they have done to their families—that hope rests in the fruits of this 
invention. They naturally think very highly of the possibilities of 
those fruits. 

But that is what they want. If you go toa man who has some idea 
in atomic weapons, and he said, “I am going to devote my life to this, 
econ in its nature.” But, you say ; to him, there is no patent law 
in atomic weapons. You say to him, “That is all right, Tom, don’t 
worry about that; it doesn’t make any difference. Nob ody but the 
Government is going to buy your thing anyway, and besides that, 
they have set up in Washington in the Atomic E nergy Commission a 

Board which will make you an award.” 

I know what he would say. He would say, “No, I want a chance to 

bargain with the United States and I want to have in my hands the 

right that is provided by the Constitution that if I have a patent- 
alas invention—t hat Ww ould be his way of putting it—I want 4 have 
that in my hand to bargain with. I don’t want any award. I don’t 
want a ribbon pinned on to me at all. It is all right for Russia. 
That is the » way they do, but we don’t like those things here.” Iam 
sure that would be the response. 

You take a smail businessman, any number of my clients wh . start 
in business, have to depend on the existence of patent rights. I rep- 
resented from 1896 until I came to Washington on extracurricular 
vetivities in the Second World War, the Electric Boat Co., which 
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was the originator of the Holland submarine, the prototype of all mod- 
ern submarines. At that time they were starting the thing. There 
was a period about 1910 with Isaac L. Rice, the head of the company, 
a very remarkable man, when he had borrowed $21 million for the 
Electric Boat Co. That. was a lot of money in 1910. He did it on 
his own personality, to be sure, but he could not do it without the 
patent rights that we had built up. That is true in any big or little 
organization that is starting out. 

I am saying al} this not that I think you gentlemen belittle in any 
sense the benefits and value of the patent system. I know you don’t. 
But trying to put some life into it and vivid color to it is the reason 
I am saying this, because I have had the experience of meeting these 
people. 

I think as to 151 there is no real reason why they ever should have 
said that no patent will be granted. It came out, gentlemen, in the 
original act, and when we all worked on the original act the situation 
was very different. Everything was weapons. Nobody knew what 
the thing was or what its possibilities were. 

I regard the act of 1946 as one of the finest legislative enactments 
of our period. It has been a great success. But the Congress had 
the foresight at that time to say: “This is temporary. When we know 
more about the peaceful uses we are going to look it over again”; and 
so they did. 

So our suggestion on that is that section 151 ought to be left out and 
patents on atomic weapons should be patentable even though the only 
customer was the United States, and let the poor inventor say: “At 
least, I have a patent and I want to bargain with a patent in my 
hand.” Even though he knows he can’t stop governmental use of it, 
nevertheless he knows that the Government is going to be obliged to 
pay him and if he is not satisfied with the bargain he can go to the 
Court of Claims. That costs money. 

I know inventors—in fact, I have a couple right now—that are in 
the Court of Claims, not on their own financing but because their in- 
vention has been so widely used by the Government and others that 
they were able to raise the money to finance this litigation. 

Mr. Totx. Sir, may I ask you a question on that point? 

Mr. Davis. Yes, sir. 

Mr. Tox. Yesterday the AEC testified that, if the inventor were 
to sue on his atomic weapon invention in the Court of Claims, the 
Court of Claims could dismiss the suit on the defense of secrecy 
and therefore the inventor of an atomic weapon would be left with- 
out a remedy, and his invention on the weapon would be worth 
nothing. 

Therefore, it was the Commission’s point of view that the award 
system provided him a better remedy than the possibility of making 
an invention on a weapon which will always necessarily be classified 
information. 

Could you comment on that, sir? 

Mr. Davis. Yes. My comment would be that if I had been the 
AEC or Mr. Anderson, for whom I have great respect, I would have 
said: “We are going to ask the Congress to give the Court of Claims 
the power to hear these secret things in the same sense that the district 
court could have.” 
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I am not sure if that interpretation would be stuck to by the court 
or not, but, if it did, then I think the AEC ought to be pressing the 
Congress to have it removed. 

The next item is 151(c). I have not much to say about that. That 
is the reporting subsection. It includes the same subject matter as 
in subsections (2) and (b) ; that is, atomic weapons. It also includes— 
and I always thought by inadvertence, although there may be people 
who don’t think so—the inventions useful in the production or utiliza- 
tion of nuclear material or atomic energy. That phrase, gentlemen, 
is impossible to administer. I know that because I sat on the panel 
of the AEC for years with that, or a similar phrase, and we tried and 
tried to define what was an invention useful in the production or 
utilization of nuclear material or atomic energy, and nobody ever 
could do it. As a matter of fact, that is the reason that the language 
was taken out of sections (a) and (b). We think it should be taken 
out of section (c). It can’t be administered. Nobody has ever tried 
to administer it. 

There is another reason that it can’t be administered, and that is 
that section (c) says that the inventor shall make his report of his 
invention and he can’t get an award unless he has done so. 

When is he going to make it? Within 90 days, or I think they now 
say 180 days, after he completes the invention or first discovers that 
it is useful in the manner expressed in the statute. No inventor knows 
when that date is. He has to have a pretty good experienced lawyer on 
giving him an opinion on what amounts to the completion of an in- 
vention. The lawyer would say it certainly is not completed until it 
is reduced to practice, either actually or the so-called constructive re- 
duction to practice of filing a patent application. 

So the lawyer would say to him, you don’t need to report that until 
you have either filed a patent application or reduced it to practice. It 
1s not very easy to reduce an important invention in atomic energy 
to practice. If you can get the material to do it you have to get a 
lot of money to handle it. 

Still that makes this section unadministerable. 

Representative Hoitrretp. Unless it is interpreted, as it has been in 
actual practice, as being at that time when the inventor establishes his 
prior knowledge of the matter or when he makes his application for 
the invention. It has been generally interpreted, I think, to mean 
that. 

Mr. Davis. I think so, too, Mr. Chairman. 

Representative Houir1etp. Therefore, while the interpretation may 
be challenged, yet as a matter of fact they have operated under this 
language, it seems. 

Mr. Davis. I don’t think anybody has been denied an award be- 
cause he didn’t report. Mr. Chairman, I would not disagree with 
what you just said except to this extent: You say either when he has 
made his invention or completed his invention or acquired the know]l- 
edge. The state of law on that subject is quite in confusion. The 
authority which we all go by is an early Supreme Court case which 
held that knowledge, not known or used by others under the statute, 
meant knowledge of the completed invention, that is, of a reduction to 
practice. 
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Then the Supreme Court held in the Chemical case that it had been 
described in the patent application and that application subsequently 
became a patent, so it reached the public then you could go back to 
the filing date and that was knowledge. 

The same question arises in connection with this secret knowledge in 
the Commission, that section which deals with that. Because what is 
secret knowledge in the Commission? Is it just somebody’s idea ¢ 
They certainly would say no. We couldn’t defeat a patent on the 
ground that somebody wrote us a letter and said I think it would be 
a good thing to do so, and they got an idea of doing it this way. 

Iam sure Mr. Anderson would say that no, that means when there 
has been a knowledge which satisfies the law of patents as to antici- 
patory knowledge. If I said to him, what is that, Andy? He would 
say, don’t ask me, Bill. You are able to answer as well as I am, be- 
cause it is an undecided question. 

So much for that subsection (c). 

If that phrase which I object to, which I think was left inadver- 
tently, was taken out then there would be nothing left to that section 
(c) because all the rest is already covered in (a) and (b). 

Now, section 152, which to my mind is the really serious thing we 
are here about. I say that because 151 or 153, the compulsory license 
section, do not cause the trouble that this section 152 causes. It has 
become so because atomic energy has now moved into the field of an 
important useful art and out of the field of weaponry. Everybody 
now knows that. It certainly should have, since the declared policy 
of Congress with respect to the Atomic Energy Act is to advance the 
progress, improve the general welfare, increase the standard of living 
and strengthen free competition in private entreprise—I think no one 
here has any doubt that the patent system is an implement and an ad- 
vantage in doing just those things. 

Now we come along with this section 152 which provides that inven- 
tions useful in the production or utilization of special nuclear mate- 
rial or atomic energy. There again is a phrase that is undefined. 
What is useful in atomic energy? Made or conceived under any con- 
tract, and so forth ? 

I understand that it is now proposed to improve the language of 
that by taking out the phrase that has been objected to “or other re- 
lationship” and substituting more definite phraseology. 

I would be all in favor of making those changes in that proposed act 
if I were not opposed to the whole provision. It would improve it 
but it would not make it a respectable member of society. For this 
reason, gentlemen, it is this provision in the act, the uncertainty of it 
and the unnecessity of it, that makes it impossible for a big enterprise 
in America that wants to engage in private developments in the field 
of atomic energy to take a contract with the Government in atomic 
energy. 

Any number of these big companies have recently withdrawn from 
the field of Government contracting. 

Representative WrstLanp. Mr. Chairman, could I interrupt there? 

Representative Horirretp. Mr. Westland. 

Representative WesTLanp. Could you document that in any way, 
Mr. Davis, to be specific ? 
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Mr. Davis. Yes, I can. I could give you the names that have been 
given to me by a client of three large concerns that have recently 
withdrawn from that field. I am sure I could give you others. If 
you would like I will do that when I get back home where I can get 
the documentation. I don’t like to give those names here. 

Representative Hoxirrenp. Mr. Davis, if you can furnish those 
names, we will be glad to have them. 

Representative WestLanp. I would be very much interested in them. 

Representative Hoxiritetp. Will you furnish them to us later and 
we will file them with the committee? 

Mr. Davis. I will do that. 

Representative HorirreLp. I might say if you have any reluctance 
I am sure Mr. Westland nor any member of the committee would im- 
pose upon you an embarrassing request. You might want to check 
with the companies. 

Mr. Davis. Certainly. What I will do, Mr. Chairman, is to go to 
this source that I was on the telephone with yesterday and was assured 
that this company itself and these other two big companies were out 
of the field. 

Representative Horirretp. We know of companies that have with- 
drawn from certain fields. There has been evidence brought to us that 
the reason was that they felt there was no immediate opportunity for 
profit in the field. 

Mr. Davis. That is true. I will try to get the statement that the 
reason was that they didn’t dare to risk their own private positions, 
own patent positions, or that at any rate was an important factor 
in the decision. 

Representative Hottrretp. We have informed all of these industrial 
people who have been contracting in the field and given them an op- 
portunity to come forward and testify, and very few, if any, have 
taken advantage of it. This indicates to the committee a certain lack 
of interest on their part in this subject. ‘ 

Mr. Davis. I don’t want to start anything, Mr. Chairman, but I 
would suppose that Mr. Anderson would have better information on 
this than I have. At any rate as the thing stands, unless you say 
otherwise, I am going to get these names, communicate with the par- 
ties, find out if they tell me this factor was an important factor in 
their withdrawal and let the committee know. 

Representative Hortrretp. Thank you. 

Mr. Davis. To go on with the same 153, the effect is to bring into 
the ownership of the U.S. Government a great many patents. While 
I am not a socialist by any means, and I have the greatest respect for 
the fact that this Jot Committee is in a sense the trustee for the 
people of the United States of the vast sums of money that have been 
expended in this field, I can understand the concern of the Members 
of Congress on that score, yet the way to discharge that trust is not 
to accumulate patents in the ownership of the U.S. Govern- 
ment. A patent owned by the U.S. Government is no longer 
a patent. I have been through this thing. I have been throug! it in 
the First World War here in Washington, next with the Alien Prop- 
erty Custodian, I went through it with the Second World War, and 
I say to you that the U.S. Government never has and never will exer- 
cise the right to exclude one of its citizens from a patent right. 
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Representative Hortrretp. You wouldn’t expect them to, would you, 
if they used tax funds to develop that device or that technique? In 
justice to the Nation they should make that available to all of the 
people. 

Mr. Davis. Certainly, otherwise the taxpayer will come to you and 
say why do you leave me out, I pay taxes. 

Representative Houirrecp. By the same token if they use research 
and development money to establish an art as they have in this field, 
would it not also go unjust and discriminatory if they allowed those 
few people that participated in the contracts to reap the benefit of the 
Government’s expenditure to the exclusion of another section of in- 
dustry ? 

Mr. Davis. That is another angle of it. I will come to that in a 
minute. 

Let me answer the first part of your question first. Of course, the 
inventions that the U.S. Government has paid for, it ought to own. 
Certainly nobody else ought to own them. There should be no right 
of exclsuion at all with respect to those inventions. But the ques- 
tion is what patent rights should the United States acquire from the 
money it spends? 

I say that there is an established rule of law on the subject set forth 
by the Supreme Court in great detail by the Dubilier case that has 
been the practice of the Defense Department for many years. And 
while there are other departments of the Government that have 
different practices, they are relatively unimportant. That rule, as 
you all know, depends on what the man was hired for. 

Someone asked the question along that line. It depends on what 
a man is hired for, if you hire a man to make an invention, to solve 
a problem, do research, the Government does what industry does. 
They put him under contract to assign his inventions to them. That 
is what he hired and paid for. 

If, on the other hand, he is a worker in the shop, and it happens 
that the shop is involved in the work of the Government or work 
in hand in the contractor’s plant and he makes an invention, even 
though in a sense that it grows out of the work that he is doing, it 
doesn’t belong to the employer unless there is a special contract. ‘The 
employer has a shop right. 

Representative Horirreitp. And most employers do have such con- 
tracts. 

Mr. Davis. They have only limited ones, Mr. Chairman. 

Representative Hortrrevp. I think it is customary in most of these 
large corporations who do research and development work to require 
the employees to sign certain forms in which they subrogate their 
rights to inventions to their employer. At least I have talked with 
many scientists who have told me that. 

Mr. Davis. I think I can answer you on the subject. Perhaps I 
should say you are right as far as it goes. They all do have forms 
of contracts. All that I know of have different forms depending on 
the level of employment. Some of the smaller companies extend it 
all the way down. 

I had to study the subject, Mr. Chairman, when I was Chairman 
of the War Labor Board because the unions raised the point that it 
was unfair to force this contract on their members when the members 
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were not hired to make inventions but were hired to work a press, or 
something like that. I had a lot of experience with it at any rate. 

My brother was the head of the patent department of the General 
Electric Co. for many years, and he and I went over the employment 
contracts many times. It depends on how far down you go. 

What we say is, Why don’t you leave the rights of the Govern- 
ment to the law as it stands—the Dubilier case—and if the Com- 
mission feels, in any particular case, in any particular contracts, they 
ought to have more than the rights of the established law, then let 
them put into the contract the additional provision and let the con- 
tractor have a chance to bargain on it. That would be our advice. 
Leave it to the law, with the understanding that the Commission has 
the power, as the act now provides, perhaps unnecessarily, to require 
these things in their contracts. 

Indeed it has been suggested, Mr. Chairman, that this right of re- 
lease or waiver should be exercised by the Commission by saying that 
we will waive it in all cases except those cases in which it is covered 
by the contract, which is a roundabout way of getting back to the 
front door. 

I would say leave it to the law with the understanding that the 
Commission can, if need be, make a contract. 

Representative Hoxtirretp. Mr. Davis, may the Chair ask you to 
proceed as expeditiously as possible. We want to get four more 
witnesses in the next 2 hours. 

Mr. Davis. You certainly may, Mr. Chairman. I appreciate your 
tolerance already. I only have one more point, and it won’t take 
5 minutes, and that is the compulsory license clause. 

We are in favor of abolishing that, and we base the position on the 
Activated Sludge case. That is the rule of law, that an injunction 
which is an equitable remedy, is within the discretion of the court 
and that the court weighs the equities. 

There is a whole series of cases in our books in which the court 
has refused to issue the injunction where the public interest would be 
adversely affected. I tried 50 years ago in a big law office in New 
York to get an injunction on a sustained patent against the trolley 
cars across the Brooklyn Bridge. The court said your patent is all 
right, you can get damages, but you cannot shut down the trolley 
cars across the Brooklyn Bridge. 

If this Congress feels that law is not sufficiently explicit, then our 
suggestion is that we enact a law to the effect that a finding by the 
AEC in conformity with the very carefully worked out conditions 
and limitations of 153, if the AEC makes that finding, then that find- 
ing will be taken as prima facie evidence in any court of competent 
jurisdiction that an injunction shall not issue. I think you will have 
all the protection you will need on that. 

I am not going to take up any further time with the unimportant 
things that are mentioned toward the end of our paper. 

I thank you very much indeed. 

Representative Honirretp. Mr. Davis, the Chair wishes to express 
on behalf of this committee our appreciation of your coming down 
from New York and being a witness before us. We certainly know 
of your very extensive background in this field and your testimony 
will be very carefully considered. : 
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Mr. Davis. Thank you, Mr. Chairman. 
Representative Hotirietp. Senator Hickenlooper. 

Senator Hicken.oorrr. I have a question on one phase of your 
testimony, Mr. Davis, and that is the matter of patents on weapons. 
That is, the exclusive right of the United States to an invention or to 
rights in an invention, or the denial to the inventor of an exclusive 
patent right in weapons. I want to see if I understand your position. 

Up until the present time it might be said that practically no inven- 
tors who are not working in a weapons program, as a part of that de- 
velopment, have very much opportunity to make inventions in con- 
nection with atomic weapons. I think that is practically true. There 
may be some slight variation to that. 

I also understand that you feel in the unknown field of tomorrow— 
and nobody knows what will develop tomorrow—there is a principle 
involved that at some time the individual who is not associated with 
weapons development for the Government may have occasion to make 
an invention which is in effect a weapon but without Government as- 
sistance or without participating in a Government program for 
weapon development. 

ou feel that person should be protected in that invention and have 
the right to a patent on it; is that correct ? 

Mr. Davis. That is correct, Senator. 

Senator Hicken.Loorrr. May I go just a step further by way of an 
illustration. Probably the greatest efforts in the world so far as 
weapons are concerned have been devoted by governments. Govern- 
ments want to develop rifles, they want to develop cannon, and various 
other kinds of missile-throwing devices of a weapon character, and 
yet we have not made the right to the invention of a gun the exclusive 
property of the Government. In other words, a person can go out 
today and invent a new or different adaptation of a rifle or pistol, 
which is a weapon, and which can be used in war, and we allow him 
to have his patent protection on that arm which could be a military 
weapon or which could be a weapon for civilian use. 

Is that roughly the situation, that there may come a time when 
the individual may be able to invent things that could be used as 
weapons independently of Government support ? 

Mr. Davis. Yes. Senator, experience has shown that the great in- 
ventions usually come from people who don’t know anything about 
the industry or the art. They come from outside of the art. I could 
give you many instances. What you say nevertheless is quite correct. 

Take the Holland submarine, for instance. I knew Holland and 
what he went through in New York Harbor to get that idea started. 
Everybody thought he was crazy. They wrote these articles about 
rolling on McGinty’s lawn, and so forth, and about his submarine. I 
don’t know whether you are old enough to remember the song. “Down 
went McGinty to the bottom of the sea,” but that is what the reference 
was. 

Senator Hicken Looper. Yes, indeed. 

Mr. Davis. Take this instrument that we use for aiming the bombs 
out of an airplane all through the war—a most complicated instru- 
ment, a beautiful instrument, and we kept it secret until some of our 
planes got shot down and the Germans got some of them—there was 
an invention that grew up under the patent system. I don’t know 
anything about the patents on it. 
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Senator Hickentoorer. I am told, I believe reliably, that the re- 
coilless gun was invented—perhaps not invented, I don’t know, but 
was developed—by a man back in about 1902, and that it was tested 
by the Navy at Guantanamo along about that time. That is, the 
principle of the recoilless gun. Yet this man, according to my infor- 
mation, had never worked for the Government nor had ever served 
in the Armed Forces. He was a complete outsider, but he did have 
the recoilles gun. It is rather interesting that it didn’t come into 
operation until World War II. Nevertheless, there it was, and it was 
invented by somebody who had nothing to do with the military or 
the Defense Establishment. 

Mr. Davis. I could tell you some awfully good stories on that same 
line, but I haven’t got time. 

Senator HickenLoorer. There are a number of them. I think I 
get your point. I think you have made a point that deserves consid- 
eration. 

Mr. Davis. Thank you, sir. 

Representative Horrrretp. The next witness is Mr. Alex Radin, 
American Public Power Association. Mr. Grahl, you are represent- 
ing Mr. Radin today ? 
Mr. Grant. Yes, I am. 


STATEMENT OF JAMES L. GRAHL, DIRECTOR OF THE ATOMIC 
ENERGY COMMITTEE, AMERICAN PUBLIC POWER ASSOCIATION, 
WASHINGTON, D.C. 


Representative Hotirrevp. Is there any way you can cooperate with 
the committee and summarize your testimoney, in view of the time 
element ? 

Mr. Grau. Yes, sir. I think the whole statement will take about 
10 minutes. Is that too long? 

Representative Horirretp. You may proceed. 

Mr. Grant. Mr. Chairman and members of the committee, my name 
is James L. Grahl. Iam director of the Atomic Energy Service and 
assistanst general manager of the American Public Power Association. 
The association is a national service organization representing more 
than 1,000 local publicly owned electric utilities—municipally owned 
systems, public utility districts, and State agencies—in 43 States and 
Puerto Rico. 

The American Public Power Association has a direct interest in 
patent policies in the atomic power field because of their potential 
effects on the rate of atomic power development and on the costs of 
atomic power equipment. We have consistently supported policies 
which in our judgment would encourage the wide dissemination of 
information on atomic power technology, subject to necessary security 
restrictions, and the development of a vigorously competitive nuclear 
power equipment and engineering industry. 

The latest expression of our views was the statement submitted to 
the Atomic Energy Commission on on 10, 1958, by Alex Radin, 
general manager of the association. This statement is reproduced in 
volume I, page 168 and following, of the Joint Committee print “Se- 
lected Materials on Atomic Energy Patents.” 
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The association believes that any patentable inventions developed 
because of publicly financed programs should be in the public domain, 
with no special advantage accruing to any Atomic Energy Commis- 
sion contractor or other private interest. This policy seems the most 
equitable one from the standpoint of the general public which is pay- 
ing the bill, and at the same time it enables the Commission to make 
available to all citizens and industries the information on the dis- 
coveries and inventions arising out of publicly financed research and 
development. It avoids the granting of special patent privileges to 
a relatively few select AEC contractors and makes possible w idespread 
participation in the development and utilization of atomic energy for 
peaceful purposes. The policy thus stimulates and ace elerates the 
development of atomic power technology by private enterprise under 
conditions conducive to free competition. 

This association consequently supports a continuation of the general 
policy on inventions conceived during Commission contracts as es- 

tablished in section 152 of the Atomic Energy Act of 1954. The con- 

trary policy which some have proposed, of vesting patent rights in 
the contractors, would seem to be clearly inequitable to the general 
public and to much of industry. Furthermore, we note that Mr. 
Roland Anderson, Chief of the Patents Branch of the Atomic Energy 
Commission, has stated that such a policy “would not advance the 
civilian scientific and industrial progress to the extent of the directive 
in the Atomic Energy Act” because it would inhibit seriously the wide- 
spread dissemination of technological information and the extensive 
use of inventions developed with “public funds. 

As we understand the amendments to section 152 recommended by 


the Commission in its draft bill of March 16, 1959, they would clarify 
certain phraseology in the section without altering the substantive 
policy. 

We do question the desirability of the phrase in the first paragraph 
of section 152 which reads, as AEC would amend it— 


except that the Commission may waive its claim to any such invention or dis- 
covery under such circumstances as the Commission may deem appropriate. 

This language would continue to vest in the Commission the sweep- 
ing and unrestricted discretion provided in the present act to waive 
the Government’s rights to inventions and discoveries which the 
rest of section 152 is at great pains to establish. This does not appear 
to be desirable legislative procedure. Having established the Gov- 
ernment’s rights, ‘the act should authorize AKC to waive them, if 
at all, only in accordance with legislative standards or criteria which 
prov ide the Commission with reasonably clear guidance as to congres- 
sional intent. 

AEC now has had several years of experience with the Atomic 
Energy Act of 1954 and with the administration of section 152 and 
has designated certain areas in which it has waived the Government’s 
rights to inventions and discoveries. 

According to the statement of Mr. Roland Anderson in the Joint 
Committee ‘print, at page 140, the Commission by regulation has 
waived patent rights as to invention resulting from the sale, distribu- 
tion, or use of isotopes and from access permits, and has ruled that 
licensees are not within the purview of section 152. We recommend 
that on the basis of this experience the Joint Committee and the Con- 
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gress, perhaps with the assistance of the Commission, establish cri- 
teria in an amended section 152 to guide and limit AEC’s discretionary 
power to waive rights so as to assure that the intent of section 152 
cannot be eroded away by future administrative rulings. 

The association continues to support extending the period of time 
during which the Atomic Energy Commission can require the li- 
censing of privately owned patents, with reasonable compensation, 
when this is found to be in the public interest. In 1954, our asso- 
ciation believed that the 1959 expiration date in the present act would 
prove to be premature. It is now clear that the possibilities in future 
years for very important inventions and patents in the fission power 
field will be very substantial, ranging from improvements like nuclear 
superheating in present reactor types to direct thermo-electric con- 
verters. We believe that this situation will still be true as of Sep- 
tember 1, 1964, particularly when it is considered that section 153 
applies also to the field of the controlled thermonuclear reaction. 

For these reasons, and because there is no way to predict 
with reasonable assurance a particular date by which AEC’s compul- 
sory licensing power will become unnecessary, we recommend an 
indefinite extension of this power, with no terminal date specified in 
the law. The language of section 153 is such that it automatically 
will be inoperative as to new patents when inventions or discov- 
eries of primary importance are no longer being made. In any event, 
whenever the atomic power industry develops to the point that 
AEC’s compulsory licensing authority becomes unnecessary, the law 
could be amended to eliminate it. 

The alternative, of establishing a specific terminal date in the law, 
would seem to have the possible disadvantage of encouraging corpora- 
tions to delay the filing of patent applications with the expectation 
of filing them after the terminal date. Any such delays postpone the 
disclosure of information which attends the granting of a patent and 
would tend to slow technical progress in the field. More important, 
any such deliberate delays could frustrate, possibly for important pat- 
ents, the purposes of section 153. 

We support extension of AEC’s compulsory patent licensing author- 
ity because of the interest of our member utilities, as potential cus- 
tomers, in the development of a freely competitive private atomic 
power equipment industry. This is of obvious importance in making 
rapid progress toward economic plants and in achieving healthy in- 
dustrial competition on prices and performance once nuclear power 
equipment becomes a normal commercial product. 

The danger to free competition which would be posed by unregu- 
lated patent monopolies is not a theoretical question. In an address 
on January 24, 1957, the then U.S. Attorney General Herbert 
Brownell stated: 


It is in the area of licensing and patents that the extent of competition in 
civilian development of atomic energy will largely be determined. 


He also noted that: 


We have here an opportunity to utilize preventive rather than merely reme- 
dial action. We must act to prevent anticompetitive tendencies before they 
mature into monopolistic patterns. 

Our support for an indefinite extension of section 153 therefore re- 
flects a belief that it not only represents a protection for the utility 
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industry against the possible development of a monopolistic, adminis- 
tered price atomic power equipment industry, but also constitutes a 
basic protection to the equipment firms against domination by one or 
a few giants through unregulated control over key patents. 

AEC’s compulsory patent licensing authority is severely limited 
and so would not appear to affect adversely private rights in patents 
and the benefits flowing therefrom except in rare cases where the 
rights were exercised in a manner clearly inimical to the public inter- 
est. This type of reserve power, as AEC describes it, seems a mini- 
mum protection and a reasonable provision to be established for an 
indefinite period. 

Accordingly, the association endorses the extension of AEC’s com- 
pulsory patent licensing authority as proposed by H.R. 5846, intro- 
duced by Representative Chet Holifield, and S. 1652, introduced by 
Senator Albert Gore, and by AEC’s draft bill of March 16, but we 
would recommend further modification of these proposals to eliminate 
any specific termination date. 

Thank you very much for this opportunity to express the views of 
our association. 

Mr. Chairman, I would like to request also that you include in the 
record at the end of my statement a resolution on patent policy which 
was adopted by our association at their latest membership meeting, 
in 1958. 


Representative Hoxrrretp. Without objection, it shall be included. 
(The resolution referred to follows :) 


RESOLUTION No. 23—PaTENT LICENSING IN ATOMIC ENERGY FYELD 


Whereas the provisions in the Atomic Energy Act of 1954, which authorize 
the Government to compel the cross-licensing of privately owned patents in the 
atomic energy field when this is found to be in the public interest, with reason- 
able compensation to the patent owner, will expire for patents applied for 
after September 1, 1959; and 

Whereas the technology of atomic power is still in its early stages and ob- 
viously will continue to be in a stage of active and rapid development for many 
years; and 

Whereas it appears probable that the atomic power equipment manufacturing 
industry will become a major and basic industry in this country; and 

Whereas the bulk of the research and technological development has been 
carried on and developed to date at public expense and it appears that this 
will continue to be true for some years ; and 

Whereas the provisions for compulsory cross-licensing of atomic energy pat- 
ents apply also to the new and potentially extremely important field of controlled 
fusion power, which is at the beginning of what is predicted will be a 20-year 
period of research, scientific and technological development; and 

Whereas in the absence of a reserve power by the Government to compel cross- 
licensing with reasonable compensation there will be opportunities after Sep- 
tember 1, 1959, for the development of unregulated private patent monopolies 
which could seriously and adversely affect the development of low-cost atomic 
power from the fission or fusion reactions : Now, therefore, be it 

Resolved, That the American Public Power Association urges the Congress to 
amend the Atomic Energy Act of 1954, and specifically section 153 h. of that act, 
to extend the Government’s authority to compel the cross-licensing of privately 
owned patents in the atomic energy field for an indefinite period, or at least to 
September 1969, and to simplify and strengthen the patent cross-licensing pro- 
visions of that act. 


Mr. Gran. I thank you very much for this opportunity. 
Representative Houtrtecp. Thank you. 


The next witness is Mr. Elwin A. Andrus of the American Bar 
Association. 
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STATEMENT OF ELWIN A. ANDRUS, CHAIRMAN, SECTION OF 
PATENT, TRADEMARK, AND COPYRIGHT LAW, AMERICAN BAR 
ASSOCIATION 


Mr. Anprus. My name is Elwin A. Andrus and I am a resident 
of Milwaukee, Wis. I am appearing before the Joint Committee on 
Atomic Energy today as chairman of the Section of Patent, Trade- 
mark and Copyright Law of the American Bar Association to present 
a statement of the position of the American Bar Association with re- 
spect to the provisions of sections 152 and 153 of the Atomic Energy 
Act of 1954. 

The view of the American Bar Association with respect to patent 
rights arising out of Government sponsored research and develop- 
ment contracts is set forth in the following resolution passed by the 
House of Delegates of the American Bar Association, February 1959: 

Resolved, That the American Bar Association approves the retention by a 
contractor of full title to all patent rights arising out of research or develop- 
ment contracts sponsored primarily for Government use by any governmental 
department, agency, or the like, subject only to a royalty-free, nonexclusive 
license to the Government for governmental purposes, but not to enable the 
Government to furnish services and supplies to the public in competition with 
a contractor and its licensees. 

There appears to be no reason, in the present state of development 
of the atomic field, why this principle should not be applied to inven- 
tions in this area. 

Reasons supporting the position of the American Bar Association, 
and more specifically, the application of this principle to the atomic 
energy field, include the following: 

1. Probability of ultimate decrease in cost of governmental research 
and development work in this field. 

2. Incentive to the best qualified contractors to become more in- 
terested in doing governmental research and development in this field ; 
patent rights afford incentive beyond monetary rewards. 

3. Encouragement of more widespread and effective filing of for- 
eign applications. 

4. Perticular benefits to small business, which in many cases is 


quite dependent upon adequate cop protection. 


5. Assuring the Government all the rights it needs for its purposes, 
while enabling the Government to avoid a number of problems, such 
as filing and prosecuting of applications, consideration of the nature 
of licenses granted, and so forth. 

Whatever may have been the justification in 1946 for treating atomic 
energy inventions as something requiring special handling and what- 
ever justification there may have been in 1954 for the somewhat 
modified provisions of the Atomic Energy Act of 1954, it is believed 
that this justification no longer exists. The present atomic energy 
patent policy is no longer a satisfactory approach for its stifles pri- 
vate capital’s initiative and participation in the mushrooming field of 
development which is, and will continue to be, of importance to man- 
kind and to the property of those nations which best exploit it. Past 
experience proves that the normal operation of the patent system 
most contributes to the exploitation of any given field and this system 
should have increased opportunity for normal operation in the atomic 
energy field. 
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The first sentence of section 152 of the Atomic Energy Act of 1954 
is in conflict with the position of the American Bar Association as 
set forth in the resolution quoted above. Deletion of this sentence 
would enable the Atomic Energy Commission to negotiate with con- 
tractors on a basis at least approaching that of the Department of 
Defense, thus fostering a greater uniformity among the Government 
agencies with respect to the provisions of research and dev elopment 
contracts. 

Section 153 of the Atomic Energy Act of 1954 provides for com- 
pulsory licensing. The American Bar Association has consistently 
opposed compulsory licensing. 

While compulsory licensing has been a part of the law of some 
foreign countries, it is the essentially universal view of American 
practitioners that exploitation is best encouraged by the exclusive 
grant for a limited period in accordance with the wise choice made by 
the framers of the Constitution. If initially this requirement of the 

Atomic Energy Act was felt to be justified by the fear of broad monop- 
olies i in the hands of a few atomic energy pioneers, and particularly 
in the hands of those who had done wartime research for Government, 
the extent to which atomic energy development has now spread in 
industry and the number of companies involved therein should sub- 
stantially erase that fear. 

It would be consistent with the position of the American Bar As- 
sociation that section 153 of the Atomic Energy Act of 1954 be deleted 
in its entirety. Some 5 years ago when the Atomic Energy Act of 
1954 was passed, the Congress itself apparently felt that this pro- 
vision should be reconsidered at the end of 5 5 years. If the Congress, 
upon evidence submitted by the Atomic Energy Commission and in- 
dustry, feels that this provision should be retained for a limited period 
of time, the period of extension should certainly be less than the 5-year 
period involved in the Atomic Ener gy Act of 1954, to insure review 
and reconsideration of this matter within such more limited period, 

I thank you. 

Representative Horrrretp. Thank you very much. 

Are there any questions from the Senator or from the staff? If not, 
thank you very much for your statement. 

Mr. Anprvus. Thank you, sir. 

Representativ e HortrreLp. Our next witness is Mr. Richard Whit- 
ing, American Patent Law Association. 


STATEMENT OF RICHARD WHITING, AMERICAN PATENT LAW 
ASSOCIATION 


Mr. Wuritine. Thank you, sir. 

Representative Horirretp. Are there copies of your statement ? 

Mr. Wuirtrne. Yes, sir. My name is Richard Whiting. I represent 
the American Patent Law Association w hich is of the view that the 
time has arrived for the return of inventions in the atomic energy field 
to the normal operation of the patent system. The association alter- 
natively is proposing in its memorandum which I have filed certain 
changes in the act if you gentlemen do not feel that the time is ripe 
for outright repeal of ‘chapter 13. But its great preference is for out- 
right repeal of the patent provisions. 
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I am not going into details of the statement because time is short. 
I would like, however, if I may, just to express a few thoughts that 
occurred to me about what the law, as I understand it, would be con- 
trolling the Commission and atomic energy inventions in the event 
that the chapter were repealed and matters were left in that state. 

First, as Mr. Davis has said, and very well, and I shall not repeat 
it, is the nature of the patent grant which is the right to exclude others 
from making, using or selling an invention. The patent grant does 
not convey the right to make, use or sell the invention, but only the 
right to exclude others. Any inventor at common law had the right 
to use, sell, and make his own invention. The only reason we have 
the patent system is to clothe that right with the right to exclude 
others from making, using, or selling. It is that exclusiveness, or 
the right to exclude, which is the incentive to the inventor, and the 
inducement to the investor. 

That right to exclude does not apply to the Government. It is a 
sovereign right of immunity to be free of tort liability, except where 
the Government consents to be liable. In this instance there has been 
a limited consent to liability for reimbursement compensation to the 
inventor for the manufacture or the utilization of the invention. But 
that does not give the right to exclude the Government. That pro- 
vision of our law has been carefully thought out. It started in 1910. 
It was amended in 1918 during the First World War to add the word 
“entire,” so that the policy of the statute would expressly show that 
the entire compensation was to come from the Government, not from 
the contractors, which was the idea, because contractors during the 
First World War—some of them—were afraid of the patent liability, 
and that caused that amendment to be entered into the statute to make 
it abundantly clear that there was not an alternative remedy against 
the contractor or alternatively against the Government. 

The act was amended in 1918. In 1948, it was amended again to 
make the act expressly applicable to subcontractors or to anyone who 
manufactures or sells to the Government or does anything with the 
authorization or the consent of the Government. 

Then the act was amended in 1955. The only reason I am going 
into this is simply to say that first we have the right to exclude, but 
it does not apply against the Government, and the statute that is 
applicable to the determination of compensation for the use by the 
Government of inventions is very carefully considered and has been 
on our statute books for a long time, and is applicable to the Defense 
Department and to the Government in all its departments. 

The third, and this is the last statute I want to refer to, is the Inven- 
tions Secrecy Act. That is title 35, United States Code, sections 181 
to 188. ‘That act has only one purpose, and that purpose is to safe- 

uard the security of the United States against anything that might 
1appen from the issuance of a patent. It gives the Government the 
right to step in, in the event that there is an invention the issuance of a 
patent for which would affect the security of the United States. It is 
not just the Government generally, but it is expressly the Atomic En- 
ergy Commission. The statute says in section 181: 

If in the opinion of the Atomic Energy Commission, the Secretary of the 
Defense Department, or the chief officer of another department or agency so 


designated, the publication or disclosure of the invention by the granting of a 
patent therefor would be detrimental to the national security, the Atomic Energy 
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Commission, the Secretary of the Defense Department, or such other chief 
officer shall notify the Commissioner, and the Commissioner shall order that 
the invention be kept secret, and shall withhold the grant of a patent for such 
period as the national interest requires, and notify the applicant thereof. 

So it is expressly applicable to the Atomic Energy Commission. 
Then at the end in section 188 of the law, it is stated : 


The Atomic Energy Commission, Secretary of the Defense Department— 
and then it goes on and says— 


may separately issue rules and regulations to enable the respective department 
or agency to carry out the provisions of this Act. 

Those are the three statutory provisions that I wanted to refer to. 
There is just one other matter that I think should be given careful 
consideration, and that is the practice of the Defense Department to 
handle the patent aspects of its procurement by rules and regulations 
self imposed on the Defense Department, rather than by statute. 

Representative Hotirrerp. Would I be right in saying that under 
the Defense Department procedure, the so-called Defense patent 
clause which is a customary clause in defense contracts, that the Gov- 
ernment has furnished hundreds of millions of dollars for research 
and development to private organizations, and as a result of that they 
have been allowed to go out and obtain patents which have arisen as 
a result of the expenditure of Government money which inured to 
their particular financial benefit, and not to the rest of industry? 

Mr. Wurrtne. I am certainly not qualified to answer that question 
statistically. I don’t know. 

Representative Hortrretp. You know that we engage in something 
like $40 billion worth of defense expenditures a year. 

Mr. Wurrtne. Yes. 

Representative Horirretp. A considerable part, running into many 
millions of dollars, is in the field of research and development con- 
tracts. 

Mr. Wurrtne. Yes. 

Representative Hoxtrretp. If those research and development con- 
tracts are given out by the Defense Department, it usually has its so- 
called clause C patent formula in it which says in effect that any 

atentable area which may be developed as a result of the use of these 

unds shall be available to the contractor for his private patent filing 
with the exception, of course, that the Government may always use 
that particular process or hardware or technique, whatever it may be 
that is patentable for the Government’s exclusive use, but that the 
Government cannot transfer that to another industry or another 
— individual. That is in effect in layman’s terms the provisions 
of it. 

Mr. Wuirtne. Yes. 

Representative Hoxrrreip. So under that well established proce- 
dure, I base my question: As a result of that companies having these 
tremendous contracts have been able to benefit in a discriminatory 
way—I am saying discriminatory way against the rest of industry— 
as the result of the expenditure of public moneys. 

Mr. Wuirtine. My feeling about that is this—— 

Representative Hoxirretp. It may be justified or not, but I think 
my question is pointed to the facts. 
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Mr. Wurrtne. Yes. My feeling about it is this: In the first place, 
I have a very serious question, and I think it has been answered by 
the experience of the Defense Department, as far as I know, whether 
many of the contracts would be placed if it were not for the inducement 
of those conditions. That isthe first thing. I don’t think that in many 
instances contractors would place their contracts with the Government 
if the Government was going to take the entire right, title, and interest 
to patents to any invention that was made during the performance of 
the contract. 

Representative Horirreip. I do not care to engage in controversy 
with you, but the AEC has had no trouble in spending something like 
$15 billion under that type of arrangement. 

Mr. Wuittne. I can’t answer as to that, sir. If I may say this, 
I have had a little background of experience on it as far as the Defense 
Department was concerned. During the war I was with the Navy 
in a patent position and at the end of the war I was the general 
patent counsel for the Navy. Then later I was consultant to the 
Defense Department, working on the Armed Services Procurement 
Regulations, section 9, patents and technical data, which includes 
that clause that you refer to. 

In my work as consultant at that time—and I only bring that 
background out because I think it is pertinent to the answer to your 
question—I had occasion to consult with many members of industry 
and many industrial associations and officials of many companies, not 
only manufacturing companies, but people engaged in research, and 
I had very definitely the idea from talking to them—and it was con- 
firmed by my talks with some individuals in the Defense Department 
who were on the other side of the fence and were trying to negotiate 
contracts—that that plum of patent rights on the commercial side 
was an inducement to the taking of a contract at a lower rate than the 
Government would have been willing to pay for it. It seemed a sound 
policy to have it that way because what good would the patent have 

one the Government as contrasted with the license for governmental 
purposes that it got under the presently existing regulations? The 
Government would not have been any better off. 

Mr. Torx. It is not that it would have done the Government any 
good. It is only that it would have allowed other industries the 
ey to use this technology and these inventions. 

r. Wuittnc. Yes. It would have laid it open so that there would 
have been no oe a in that at all. That is what you are regarding 
as discriminatory in the private commercial sense of the word. Yes; 
you are quite right in that, but why don’t we ask industry what it 
wants? Does it want the discrimination? It sure does, as far as I 
understand. 

Mr. Totz. The AEC contractors do, but maybe those that are not 
in that favored circle are glad to have the technology available to 
them. 

Mr. Wuitine. The people that I talk with that you are saying 
would be discriminated against said let us have that discrimination. 
We love it. Let us have the patents. The final thing that I would 
like to say is this: Can’t that be done not by the rigid route of a 
statute but by the flexible route of regulations so that the regulations 
can be spelled out in detail with all the necessary incidents of the give 
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and take of negotiation can be worked out by a lengthy procurement 
manual or whatever you want to call it, done by the patent repre- 
sentatives of the Commission on the procurement level, and not by a 
statute which in a few words tries to set policy and by dealing in 
generalizations gives rise to so much misunderstanding and dispute, 
as there seems to be. 

Representative Houirreip. I would try to answer your question by 
saying that negotiations on contracts under rules and regulations 
which are promulgated on any subject stem back to the basic statutes. 
If the basic statutes are not there, there would not be that particular 
field of regulation or the power to enforce negotiation that there is 
where statutes exist. The Congress, rightly or wrongly, in establish- 
ing the 1946 act, did think that it was in the public interest to estab- 
lish a policy. As I say whether it is right or wrong, time will tell. In 
establishing that policy, we did take into consideration the peculiar 
circumstances which surrounded the early years of development of 
atomic energy, and we feel that we are still in those early years, 
which did give to certain—I would say as few as 11 or possibly 14 
large corporations—years of access to all of the Government acquired 
knowledge, paid-for knowledge, all of the techniques, the Government 
laboratory development, and with subsequent award of many hun- 
dreds of millions of dollars of research and development funds into 
their own laboratories. This situation was a unique situation. It 
existed in this field where it did not exist in the field of automobiles or 
the airplane or certain other fields which did cause the Congress to 
decide that a policy of protection to all of industry and all of the 
public against the right to exclude, and limiting it only to the atomic 
energy application field, was the genesis of this section of the law. 

It is also the genesis of the present consideration which seeks to 
determine whether the law should be extended for another brief 
period, hoping that some day we can work to the point where this 
industry is established on a nondiscriminatory and wide base where 
we can get back to the normal situation which I think most of us feel 
in the broad sense is desirable. So it is a matter of timing. It is a 
matter of consideration, fairness, and equity based on the expendi- 
ture of Federal money which concerns all of the members of the com- 
mittee and the Members of Congress. This is our delegated and 
sworn responsibility, to guard that to the best that it is possible in 
our judgment. Our judgment may be right or it may be wrong. This 
is why we seek the testimony from those who are knowledgeable. 

Mr. Wuirttne. The question that I come here asking really is this: 
Under the circumstances that we have in the background law, regu- 
lating this right to exclude which constitutes the patent, that we have 
these carefully thought out provisions as to compensation for Gov- 
ernment use, so that the consideration vis-a-vis industry and the Gov- 
ernment is a matter of long experience, and we have carefully thought 
out provisions for dealing with the secrecy aspect of it—you have 
not spoken of that and I don’t know how much of that aspect of it 
is a matter of concern—the Invention Secrecy Act is no good at all, 
or it ought to apply here. Its sole purpose is to safeguard the secu- 
rity of the United States. 

Representative Hoxirrexp. It is your position that it does safe- 
guard the United States adequately and that it is not necessary to 
have the provisions in 153 ? 
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Mr. Wuirtne. Again I hardly would say that I could qualify to 
answer that question about security, but I have never seen any rea- 
son suggested why it does not adequately do it. 

Representative Hotirretp. Does 153 go further than the secrecy 
act? I am not as familiar with the secrecy act as you probably are. 
I think there are factors in 153 which go to the point of not only Gov- 
ernment use but compulsory cross-licensing. 

Mr. Wuitrna. Yes, but as far as security is concerned, anyone can 
file a patent application for anything he wants to. The question is 
what is the Patent Office going to do with it? Is it going to grant 
a patent and let it be published so that the secret is out, or is it not 
going to? That is the only question as far as security is concerned. 

Representative Hoxirretp. Would you take the position that be- 
fore publication and before granting a patent the Patent Office should 
be nllewed in the normal way to go ahead and publish this, although 
it might give to a potential enemy a very vital factor in the making 
of a weapon, or do you think that the present Jaw which requires a 
scrutiny by the AEC to ascertain if that really is in the Government’s 
interest to withhold for a certain period of time from publication, 
which is necessary in the case of a patent publication. It is on this 
point of prior access to it and exercise of judgment in the national 
interest that we require the Patent Office to refer such applications to 
the AEC for the primary purpose of establishing whether it was 
something of vital interest to weaponry. 

Mr. Wuirtrne. I do not see anything that is added by the Atomic 
Energy Act or the patent provisions of the Atomic Energy Act as far 
as safeguarding the security is concerned. 

Representative Hontrretp. May I say, as I understand it, the 
Atomic Energy Act requires prior reference by the Patent Office to the 
Atomic Energy Commission of any patent application which might 
have a definite defense value which they need to keep secret, and your 
so-called secrecy provision in the regular code only applies in case of 
the Defense people finding out that something might be of value to 
be retained and kept secret. It does not, as I understand, protect the 
Government from prior publication. 

Mr. Wuittne. Yes, it does. 

Representative Hoxirietp. Then are you telling me that any appli- 
cation for a patent in the field of weaponry must be referred first by 
the Patent Office to the Defense Department for ascertainment ? 

Mr. Wuittne. To the Atomic Energy Commission and the Defense 
Department. 

Representative Hotirretp. No, I am talking about the regular law. 

Mr. Wuirttne. So am I, sir. 

Representative Hoxirrmerp. I am not talking about the Atomic 
Energy Act. F 

Mr. Wurrrne. I am not, either. I am talking about the Inventions 
Secrecy Act which would be in effect if the patent provisions of these 
aspects of the Atomic Energy Act were repealed. This is the back- 
ground law that would be left in the event that this repeal took place. 
It says: 

Whenever the publication or disclosure of an invention by the granting of a 
patent in which the Government does not have a property interest might in the 


opinion of the Commissioner be deterimental to the national security, he shall 
make the application for patent in which such invention is disclosed available 
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for inspection to the Atomic Energy Commission, the Secretary of Defense and 
the chief officer of any other department or agency of the Government designated 
by the President as a defense agency of the United States. 

Representative Hotirretp. I am very familiar with that, of course. 
I thought you were suggesting that this be annulled. 

ier cates. No, sir. This act that I am referring to is not part 
of the Atomic Energy Act at all. The act that I have just read from 
is the Inventions Secrecy Act, which has to do with the secrecy of 
inventions in the judgment of the Secretary of Defense or any depart- 
ment or agency of the Goverment, including expressly the Atomic 
Energy Commission. 

Representative HorirteLp. But it is based primarily on the judg- 
ment of the Commissioner of Patents. 

Mr. Wuirtina. Yes. 

_ Representative Horirmxp. With all due deference to the Commis- 
sioner of Patents, let us say he may or may not know whether it has 
value or not, and therefore he may very well not refer it. In the 
case of the Atomic Energy Act all patent applications are supposed 
to be referred to the Atomic Energy Commission for scrutiny in view 
of the fact that there is a great body of classified information whereby 
the Atomic Energy Commission’s experts in their patent division 
might very readily see a defense value where the Commissioner of 
Patents, not having access to all classified information in which the 
weapon field of atomic energy might very well overlook it. This is 
the reason for this additional precaution in which all patents pertain- 
ing to atomic energy are referred to the Commission for scrutiny 
before a publication or patent is granted. 

It is merely a question of whether the Patent Division of the 
Atomic Energy Commission is in any more qualified position to claim 
for the Government the secrecy or whether the Commissioner of 
Patents, in this very important field, has that knowledge. 

Mr. Wuitrine. It is my understanding that it is routine with the 
Commissioner of Patents to refer patent applications to the proper 
department or agency of the Government. They go in one special 
division of the Patent Office, which as I recall it is Division 70, and 
those patent applications are, as a matter of routine, I understand, 
referred to the proper agency. 


Representative Horirretp. Are you speaking in the atomic energy 
field ¢ 


Mr. Wuittna. Yes. 

Representative Hottrtevp. In all other fields, too ? 

Mr. Wuirine. I think so. It is my understanding that is true. 

Representative Hortrrevp. If that is true, it is news to the Chair. 

Mr. Wuirtne. The statute puts that obligation on the Commis- 
sioner to do so. 

Representative Hotirretp, Yes, but it puts it on him in a selective 
way. If he deems it applicable to the weapon art he refers it to them. 
If he does not deem it, he is not under the compulsion that he is 
under the Atomic Energy Act, which says whether he deems it or 
not, he sends all of the applications to the Patent Division of the 
Atomic Energy Commission for their scrutiny from en ex ert stent 

oint, and then they refer many of them back and say “This has noth- 
ing to do with weapons, go right ahead with it.” 
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Mr. Wuirtne. In that event, my suggestion would be that the 
Inventions Security Act, if that is the case, is not adequate. If it 
is not adequate for you, then it is not adequate for the Defense De- 
partment. 

Representative Hontrrerp. The Congress thought it was not ade- 
quate in the utilization of that exclusive property of the atomic 
energy owned by the Government by making a broader requirement 
on the Commissioner of Patents to refer all patents to them for 
scrutiny. 

Mr. Wuirttne. Then my suggestion would be that the Inventions 
Security Act ought to be amended. 

Representative Hoxrrretp. That is not our jurisdiction. Our juris- 
diction is in the field of atomic energy. We who are in possession of 
a great deal of classified information which is not available to the gen- 
eral public and in many instances not available to Members of Con- 
gress unless they specifically need to know, when we see an area which 
might be overlooked under general law, it is our specific responsibility 
to protect the national interest in the field of application of atomic 
energy both in weapons and in peacetime uses. e have tried to do 
that which is within our jurisdiction, power, knowledge, and respon- 
sibility. 

Mr. Totti. Mr. Whiting, I would like to ask you, in view of your 
past experience as the leading patent authority in the Navy Depart- 
ment at one time; is that correct, sir 

Mr. Wuittnac. By no means. 

Mr. Totx. Chief patent counsel ? 

Mr. Wuittne. I was patent counsel. You said the best, I think. 

Mr. Toru. In view of the Attorney General’s report of 1947, with 
which I am sure are familiar, recommending that title to inventions 
financed by the Government should be in the Government’s name, and 
in view of normal commercial practice, which is that he who pays for 
the invention takes the right, do you think that the AEC is out of 
step, or is the Navy Department ? 

Mr. Wuirtna. [ think the AEC is very much out of step. 

Mr. Toit. You think the Attorney General was wrong ? 

Mr. Wurrtne. I think from my experience with the Defense De- 
partment—you are saying that the Attorney General proposed that 
title be assigned to the Government ? 

Mr. Toti. That what? 

Mr. Wuirtne. That title to patents be assigned to the Government. 

Mr. Toix. Yes; on these inventions financed by the Government. 

Mr. Wuittne. Be assigned outright to the Government; was that it? 

Mr. Tou. Yes; that was his recommendation. 

Mr. Wuirtnea. It is my understanding that the experience of the 
Defense Department has been to the contrary. A sounder procure- 
ment policy is one of a royalty-free license to the Government, leaving 
commercial rights in the contractor. That is my understanding. 

Representative Horirretp. Mr. Whiting, as a private businessman 
I would have to take your position strictly from a standpoint of my 
own financial welfare. But as a public servant, I might have to look 
at the expenditure of Government dollars for private property over 
and beyond the normal profits for rendering services as being an extra 
gratuity which has been given away for years by the Defense Depart- 
41437—59—10 
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ment under their loose policy of not requiring some type of different 
arrangement. I would not want that observation to stand without 
some qualification. I would say that even in comparing the Defense 
Department’s policy with the Atomic Energy position, it is a different 
position completely because of the tremendous amount of money which 
the Government has spent of the taxpayers’ money in establishing, you 
might say, all the basic knowledge in this field. Therefore, it is a 
little bit different proposition than the Defense Department contracts 
in an ordinary way to industries which are engaged in major private 
effort in different specialized fields, and therefore have accumulated 
at their own expense a great deal of background and knowledge and 
a great deal of patent equity which I think they should have. So 
there is a subtle difference—not so subtle, in my mind—between the 
automobile company that is making tanks for the Government out of 
its background of industrial knowledge, which is acquired mainly 
at its own expense, and a company which is given the complete tech- 
nological knowledge, you might say, of how to make the warhead 
for the Atlas, including all the material that goes into it, and all the 
result of many hundreds of millions of dollars of expenditures in 
Government laboratories. Then to think of turning over some im- 
provement that might occur on that to that company, it would seem 
to me, would be to ignore the great basic contribution which the 
taxpayer has made. 

Mr. Wuirttne. How is that contribution going to be capitalized ? 

Representative Horirrevp. It is going to be capitalized by preclud- 
ing that particular company who has the contract from excluding all 
other companies from future contracts as long as they have this 
peculiar advantage which they have acquired by virtue of their ex- 
clusive contract in the first place. 

Mr. Wuirtnc. Do the companies involved want that? It is not my 
understanding that they do. 

Xepresentative Ho.irietp. This committee sent out a great many 
letters to industrialists and machinery manufacturers throughout the 
Nation, and up to now there has been a very limited response. I think 
this gentleman who testified today from private industry, Mr. Cen- 
namo, was representing the Industrial Nucleonics Corp. I believe 
this is the only request we have had. All of the major companies 
have not come in here and asked that this thing be removed. All of 
you patent lawyers who have a vested interest, and a justifiable one, 
1 admit, in maintaining patent litigation and patent protection for 
your clients have come in. I am wondering why these industries have 
not been in to protest this law if they have been damaged? 

Mr. Wuirtina. The matter that is at stake here is not the vested in- 
terests of patent lawyers. It is a matter of principle. Under the 
Constitution the patent system was devised as the best incentive for 
the promotion of the practical arts, as you know, and I am not para- 
phrasing. It is the view of the members of the bar, not because of 
their interest in litigation, but because of their feeling of the rightness 
of the matter as oflicers of the court, and they take pride in that posi- 
tion, that the incentives of the patent system should be brought to 
play in this field, as it is rightly in most other fields, and there are very 
few exceptions, by the return of atomic energy inventions to the nor- 
mally operating patent system. They ask you whether in the light 
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of the present state of advancement in this field, and the widespread 
knowledge of technical information on this subject that was once the 
most carefully guarded secret, and being mindful of the desirability, 
as everyone recognizes, of using to the fullest the incentives inherent 
in the patent system, the question here is what specifically is needed as 
statutory regulation in this field, over and above the law that is gen- 
erally applicable to all fields. 

The members of the American Patent Law Association feel that 
there is none. 

Representative Horirietp. The Chair wishes to withdraw any in- 
ference, if an inference was made, of criticism on the part of any wit- 
ness before us as to their reasons for testifying, and 1f an apology is 
in order, the Chair extends it. The Chair would like to say that under 
the Constitution it says that the Congress shall have power to promote 
the progress of science and useful parts by securing for limited times 
to authors, inventors, exclusive right to their respective writings and 
discoveries. I submit, sir, that the patent laws that have been passed 
by Congress are based upon that article of the Constitution, and along 
with the right to exercise power in a certain way, the Congress, I think, 
also has the inherent power to withhold the exercise or to modify or 
extend that power. Therefore, the Congress in 1946 and in 1954 did 
exercise their constitutional right to pass those two particular acts. 
As to their wisdom, this is a matter of difference of opinion. Time 
alone will tell whether they were wise or not. We are seeking today 
to review the act to ascertain, if possible, from witnesses from both 
sides of the question as to whether there should be an extension, or a 
simple extension of date, or an existence of date plus modifications of 
certain aspects of the act, or whether we should allow the act to expire. 
Of course, this will be a majority consideration of the committee, and 
of he Congress, as to what we decide. 

Thank you very much for your testimony, sir; it has been very val- 
uable and very provocative. 

Mr. Wuittne. Thank you, sir. 

The American Patent Law Association is a voluntary bar associa- 
tion of over 2,100 members who are lawyers practicing in the fields of 
patents, trademarks, and copyrights. 

The American Patent Law Association favors a return of the atomic 
energy field to the normal operation of the patent system as soon as 
practical. It is believed that such a return is indicated and appro- 
priate at this time. This would be accomplished by repeal of chapter 
13 of the Atomic Energy Act of 1954. The effect of such repeal would 
be to place the Atomic Energy Commission on the same footing as the 
Defense Department, as regards its patent activities, controlled by 
such statutes as title 28, United States Code, section 1498, dealing 
with compensation to patent owners for the use of their inventions 
by the Government, and title 35, United States Code, sections 181 to 
188 regulating in detail patent aspects of inventions with respect to 
which the national security is involved. 

Such repeal would also better enable the Atomic Energy Commis- 
sion to regulate its own patent affairs having to do with procurement, 
with the flexibility of self-imposed rules analogous to the armed serv- 
ices procurement regulations, ASPR section LX, dealing with patents 
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and technical data, and as contrasted with the more rigid statutory 
regulations now controlling the Commission. 

Short of repeal of chapter 13, considerable improvement could be 
realized by amendment of specific sections of chapter 13. 

This statement outlines some considerations in support of se 
mitting free operation of the patent system in the atomic energy field 
and comments specifically on— 

1. Certain provisions of chapter 13 of the Atomic Energy Act 
of 1954; 

2. Foreign patents; and 

3. Commission patent program. 

Patent system in atomic energy field: A suggested approach in 
examining the patent system is to consider its effect on encouraging 
invention and, a sometimes overlooked effect, that of encouraging the 
development of inventions from the shop model stage to marketable 
products. 

The patent system has three key objectives: 

1. It stimulates invention and the search for new applications of 
knowledge by placing the inventor in a position to secure a reward. 
This reward is determined by the fairest system yet devised—the 
value of the invention in the marketplace. A valuable invention re- 
sults in a high reward; a valueless invention results in no reward, 
despite any efforts and expense to patent and develop the invention. 

2. It creates conditions warranting the investment of private capital 
to finance the hazardous introduction into the marketplace of inven- 
tions. Often, substantial investment is involved in perfecting an in- 
vention into a marketable product and developing a market for the 
product. The exclusivity of the patent grant provides an oppor- 
tunity to realize a return on the investment before copiers, who have 
made little, if any, investment, move in and capitalize on the market 
and development efforts of the originators. The exclusivity feature 
of the patent grant is of particular significance to those small business- 
nesses having limited product lines. 

3. It encourages the disclosure of new technology and tends to dis- 
courage secrecy, thereby encouraging early realization by the public 
of the benefits of scientific progress. 

This is supported by Dr. Vannevar Bush’s study No. 1 prepared for 
the Senate Subcommittee on Patents, Trademarks, and Copyrights. 

Why should the atomic energy field be precluded from these benefits 
of the patent system? Atomic energy business is not limited to large 
power reactors manufactured by large businesses. It includes com- 
ponents for reactors supplied by small business vendors; also the 
utilization of isotopes in industrial processes and in instruments. 

It is a field for the large and the small—a field that has grown from 
a few Commission contractors and over 1,400 holders of civilian 
access permits and over 4,000 isotope users today. How much greater 
would the expansion of peaceful uses of atomic energy have been if 
normal incentives had been operating ? 

Atomic energy inventions are not different in kind from other 
inventions in the electrical, chemical, or mechanical arts. Indicative 
of this is the fact that atomic energy patents are classified by the 


Patent Office in classes that existed before atomic fission was common 
knowledge. 
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The commendable job of the Commission in declassifying and dis- 
seminating information developed during the period of intense 
secrecy has brought those interested in participating in the field to a 
common level of knowledge in atomic energy technology. Also, atomic 
knowledge abroad has largely kept pace with our own and may have 
outstripped it in some areas. 

Atomic energy is with us today in varied forms and has become a 
common household term. Is there any valid reason for according 
special treatment of patents in this field as distinct, for example, 
from patents on inventions in computer technology which may have 
as great is not greater impact on our civilization than will the peaceful 
uses of atomic energy ? 

The element of secrecy is largely gone from the atomic energy field, 
participation in this field is large and any concern for favored insiders 
no longer has validity. Why not permit the patent system to operate 
in the atomic field to assure the fullest utilization of our country’s 
resources in funds, manpower, creative talent, and enthusiasm ? 


CHAPTER 13, ATOMIC ENERGY ACT 


Provisions of chapter 13 of the Atomic Energy Act of 1954, particu- 
larly deserving of special consideration, are sections 151, 152, 153, 
and 155. 


Section 151—Military utilization 
It is questioned whether there is my justification for not conferring 
patentability on atomic weapons, subject, of course, to the operation 


of the existing secrecy statutes (35 U.S.C. 181 et seq.). Is there still 
any basis for continuing this exclusion ? 

Part (c) of this section requires the reporting of inventions and 
discoveries to the Commission. The purpose of this section is to keep 
the Commission fully and currently aware of all technology in the 
field of atomic energy. 

The basis for continuing the requirement for reporting of new 
technology to the Commission is questioned. Why is the peaceful 
use of atomic energy accorded different treatment than new develop- 
ments in other fields; such as materials or pharmaceutics, having an 
equal, if not greater, impact on our country and the world ? 

The continuing requirement to disclose to the Government new de- 
velopments, financed with private funds, seems questionable in our 
free enterprise society. The normal incentives of the patent system 
are sufficient to stimulate disclosure. 

If, in the judgment of Congress, some form of special reporting is 
determined to be necessary today to the national interests, the section 
should be clarified. 

For example, it is not clear from section 151(c) what is meant by 
“useful in the production * * * of atomic energy” and “completion 
of such invention.” One cannot be sure what is to be reported or 
when to report. The result of failure to comply and what use the 
Commission intends to or may make of reports submitted under this 
section might be clarified. 


Section 152—Inventions conceived during Commission contracts 


This section is unclear and, it is submitted, unreasonable. Why 
should an inventor be under a burden to show, to the satisfaction of 
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the Commission, that he is entitled to retain his invention developed 
with his own funds? There is the likelihood of involved and costly 
proceedings and the risk of loss of his invention if he fails to prove 
that it was made without some vague “arrangement or other relation- 
ship with the Commission.” Is this appropriate in or consistent with 
our free enterprise society ? 

The title of this section is “Inventions Conceived During Commis- 
sion Contracts” and yet its substantive effect is much broader. W hy 
cannot and should not the Commission rely on its contracts rather 
thin having available in addition to contract rights this section plac- 
ing under a cloud many inventions to which the Commission has no 
rights? 

The author of this section, W. Sterling Cole, has stated that too 
much was written into the section and Casper W. Ooms, former Com- 
missioner of Patents, has stated that this is the most mischievous 
section of the act. 

There does not appear to be any need or moral or equitable basis 
for thissection. Repeal of this section is strongly urged. 


Section 153—Nonmilitary utilization (Compulsory licensing) 

It is believed that in the past, emphasis on this section may have re- 
sulted in decreased attention to section 152 which is considered to be 
most deserving of attention. 

Compulsory licensing is inconsistent with the basic philosophy of 
the patent system. It removes the feature of exclusivity which often 
is the only basis for relying on patent coverage to protect the invest- 
ment involved in developing an invention into a marketable product. 

This section was enacted primarily to preclude a dominating patent 
being used to block progress in the atomic field despite the fact that 
courts have not felt compelled to grant injunctive relief under certain 
circumstances affecting the public interest. 

There is no report of the section having been relied upon since its 
enactment. 

The increasing maturity of atomic energy technology, minimizing 
the likelihood of a dominant patent issuing in this field, and the dis- 
cretion available to the courts in enforcing patents makes the need 
for this section questionable. At the very most the operation of 
this section should be limited to patent rights on inventions developed 
under Government contracts and then only in an area of pioneer 
technology. 

It is hoped that the feeling of concern that resulted in the enact- 
ment of this section has been dispelled, and that the section may now 
be allowed to expire. 

Section 155—Prior art 

This section is unclear and inconsistent with the patent law and 
adds another degree of uncertainty to the validity of atomic energy 
patents. For example, what use or knowledge is sufficient to bar a 
_—, At a very minimum, the knowledge of the invention should 

1ave been reduced to writing and distributed, for example, by the 
Commission Technical Information Service. Mr. Ooms’ comment 
appearing at page 32 of the Joint Commitee print is of interest. He 
urges that “knowledge” be permitted merely as a defense to infringe- 
ment by the Atomic Energy Commission. 
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FOREIGN PATENTS 


The very substantial Government investment in research and 
development gives rise at the question of the adequacy of foreign 
patent coverage on the results of this research and development to 
enhance the opportunity of U.S. atomic industry in the marketing 
of its products in foreign markets. 

Present Commission contract practices do not permit a Govern- 
ment contractor to retain applications by the contractor. This has 
resulted in the Commission filing most of the foreign patent applica- 
tions covering nuclear - technology resulting from Government 
contracts. 

The table on page 109 of the Joint Committee print indicates an 
encouraging trend in the filing of foreign patent applications by the 
Commission in recent years. It is not clear, however, how many 
inventions are involved in these foreign filings. Also, it is hoped 
that volume II of the Joint Committee print relating to international 
aspects of atomic energy patents will shed additional light on the 
status of the Commission’s foreign patent program and its ‘relation to 
activities of U.S. industry and foreign governments. 

Ultimate utilization of patents is, of course, significant. It is not 
clear what action hag been taken to utilize the Commission portfolio. 

It is submitted that a need for consideration of Commission con- 
tract patent policies and practices at least as they relate to foreign 
patent coverage in the atomic field is indicated. For example, Gov- 
ernment contractors might be allowed to retain title to foreign patents 
covering inventions resulting from Government contracts on the con- 
dition they would grant licenses at reasonable royalties to others »nd 
a royalty free license to the U.S. Government for Government pur- 
poses. 

COMMISSION PATENT PROGRAM 


The American Patent Law Association appeared at the April 15, 
1958, hearings held by the Commision on its patent program and, 
therefore, further discussion of the Commission’s administration of 
its patent program seems unnecessary other than to touch very briefly 
on the subject. of patent rights resulting from Government contracts. 

A policy where the Government is er anted a nonexclusive license to 
practice such an invention for Government purposes and title is re- 
tained by the contractor should result in: 

1. Increased incentive to Government contractors, particularly the 
small businesses which are often very dependent on patents. 

2. The cost of obtaining any patents being borne by the contractor. 
If the invention is valueless, he gets no return on his patent. The 
Government obtains all rights necessary for its needs without the cost 
and trouble of procuring patents. Government contracting costs for 
patents should he reduced. 

3. Effective foreign patent coverage being encouraged. 

4. The best qualified contractors being encouraged to participate in 
the field. 

Volume 1 of the Joint Committee print, Selected Materials on 
Atomic Energy Patents, has been generally available for such a short 
period of time that there has been little opportunity to fully study the 
materials in it. 

















146 ATOMIC ENERGY PATENTS 





The amendments proposed by the Atomic Energy Commission 
which appear in volume 1 would result in some clarification but would 
not meet the fundamental issues already touched on in this statement. 
It is disappointing to note that the Commission feels extension of 
section 153 is necessary and in the best interests of the Nation. It is 
noted that the American Patent Law Association has previously ap- 
proved H.R. 600 (85th Cong.) as a step in the right direction. 

We would appreciate the opportunity to comment further on the 
materials in volume 1 of the Joint Committee and to comment on the 
materials in the yet to be released volume II, if study of these materials 
by our members indicates the appropriateness of such comment. 

Representative Hotirierp. Our next witness is Mr. Charles A. Pru- 
dell, of the National Association of Manufacturers. 


STATEMENT OF CHARLES A. PRUDELL, NATIONAL ASSOCIATION 
OF MANUFACTURERS 


Mr. Prupeti. Thank you, Mr. Chairman. If it please the Chair- 
man, we are in the waning hours of the afternoon. We represent 
20,000 manufacturers. Our matter is extremely important. We 
would like to have at least a full half hour, and outs we could come 
back tomorrow morning, if you would be willing to do that. 

Representative Hourrrep. Let us proceed with the full half hour. 

Mr. Propet. Thank you. Mr. Chairman, my name is Charles A. 
Prudell. With me is Mr. Reynold Bennett, committee executive of 
the National Association of Manufacturers Patent Committee. I am 
acting chairman of the Atomic Energy Subcommittee of the Com- 
mittee on Patents. I am speaking for that association. 

As I go along the statement which has been handed to you and the 
members of your committee, I will skip some paragraphs with the 
understanding that the full statement will be inserted in the record 
(see p. 155) and invite your questions as I read it. Perhaps I will be 
interpolating a little, too. 

This statement is submitted on behalf of the National Association 
of Manufacturers, a voluntary association consisting of over 20,000 
members, of which over 18,000 have less than 500 employees, and over 
6,000 have less than 50 employees. Therefore, the association repre- 
sents small, medium, and larger producers as well as a cross section 
of all types of business enterprises. 

Let us skip the next paragraph and go on. 

Along with individual inventors, the bar associations, and other 
groups, we have been vitally stirred by the increasingly serious dis- 
advantages to the public and the business community of the patent 
provisions of the Atomic Energy Act of 1954. I would like to em- 
phasize the word “public.” We have had much testimony and many 

uestions concerning the role of the Government in this matter, the 

overnment expenditures which they perhaps want to get back for 
safeguard. All is well, but as you probably will determine, I will cast 
our views toward the broad range consideration of the public now 
and in the future. 

We have been studying, and carefully reconsidering our experience 
in this regard and are impelled to urge that this committee at the 
earliest possible date should recommend restoring the atomic energy 
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field to the beneficial incentives operating in other endeavors. The 
world situation requires that the maximum incentives to invention and 
investment be fostered as in the case of porene in general. In this 
regard might I interpolate at this time and say this is certainly a battle 
of technology, but more important, it is a battle of philosophical con- 
siderations of how that tech :nology shall be used. We will endeavor 
to show you that we think that the philosophical considerations behind 
the act of 1956 are unsound, in our opinion. 

Representative Hotirrep. I would like to comment on that point, 
if you refer to philosophy, we would be glad to hear the philosophical 
discussion as well. But from the standpoint of technology, I might 
call to your attention the fact that I do not believe that ever in the his- 
tory of the world has there been such a quantum jump in the tech- 
nology of weapons as has occurred since 1945 in the atomic energy 
field. I only have this one illustration to give you. In the bomb that 
was dropped over Hiroshima and Nagasaki, it was so large that it 
had to be carried in the bomb bay of a B-29, and it released something 
like 20,000 tons of TNT energy equivalent. In the short space of 
some 9 years, up to 1954, we advanced that technology to the point 
where we minimized the size of the weapons considerably and we in- 
creased it to many millions of tons of TNT equivalent. Since 1954, we 
have advanced the technology to the point where we can put many mil- 
lions of megatons on the head of an Atlas missile, which is very small 
in comparison to the bomb bay size of a B-29. 

We have done all this without the advantage of the patent system. 
We have done it with a very great investment of Government money 
in the laboratories and it has been in the Government laboratories that 
the great advances in weapons has occurred in the shortest period of 
time in history for the amount of progress that has been made in any 
one art that you can point to in the world. 

Mr. Prepveti. Thank you very much. 

Representative Hourrretp. That is just one illustration. 

Mr. Propet. Thank you very much. I think we are going to have 
more, and much more. We will get to that point a little later. It is 
now clear that work in the atomic energy field requires large invest- 
ment in research and engineering and often results in a substantial 
period of unprofitable, if not actual loss, operations. Many companies 
entering this field so hopefully some years ago have now discontinued 
related work. Apparently the atomic energy program needs and can 
benefit from the removal of the impediments which are forestalling 
its progress. 

We submit that this can best be done, if not by dropping special 
patent legislation, then (1) by permitting title to vest in contractors 
and subcontractors, (2) by removing the threat of compulsory licens- 
ing, and (3) by removing the present possibility of invalidation 
through prior art maintained in secrecy. 

Without intending to imply approval of any provision of chapter 13, 
by failure to comment thereon, the following remarks are limited 
largely to those sections of that chapter relating to the three recom- 
mendations just made. 
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SECTION 





152—-INVENTIONS CONCEIVED DURING COMMISSION CONTRACTS 


The vesting of title to inventions in the Government has several vital 
disadvantages. The first, and most frequently noted, is reduction in 
incentive to contractors. While patent rights may not be the only 
incentive for contractors in the atomic energy field, the possibility of 
protecting investment by obtaining such rights is a very important 
business inducement. 

Mr. Totu. I can only deduce by your statement that you hope that 
this industry will be developed under Government ownership rather 
than private ownership. 

Mr. Pruvet. It will perhaps be developed as a team. Let me con- 
tinue. I would never goon record as saying that. 

Mr. Totu. There is nothing to prevent private development in the 
present act, is there? You are complaining because you may lose 
some rights by doing business with the Government. Do you favor 
private development ¢ 

Mr. Prupetu. Naturally. 

Mr. Touu. Is there anything to hinder private development in the 
present act, in section 152? 

Mr. Prupe.L. We believe so. 

Representative Hoxrrrevp. It is only where private development 
mingles its research money with Government research money. If 
they do not want or need Government research money, they need not 
accept it, but we find they frequently request it. In fact, we have 
several proposals for it before us. 

Mr. Prupety. Of course, you do. 

Representative Hoiirtetp. May I point out one other fact. There 
are many, many fields of contract with the Government, business con- 
tracts, the field of building highways, dams, and other sorts of things 
like that, in which there is no patent right expected. The private 
industry is very glad to get the contract. 

Mr. Propet. Naturally. Letme goonhere. I think I have a com- 
plete answer to that question later on. If not, please ask me. 

Retention of title by contractors would certainly tend to assure the 
Government of the availability of the largest price of development and 
procurement to the U.S. Government. The Government would not 
have to go into business itself and save the taxpayers’ money by having 
the private enterprise do it. Thus, any provision reducing total in- 
centive operates to the detriment of the public as well as industry. 

Representative Hotirtetp. I must interrupt you there by saying that 
we have several great corporations who are actually performing for 
the Government on a cost, no-profit basis, such as the General Electric 
operation at Hanford. I think they get a very small fee. We have 
had Du Pont at Savannah River. They don’t require a fee. They 
are so anxious.to get into this business and accumulate the techniques 
and know-how that they are perfectly willing to operate without 
profit. 

Mr. Prupett. Thank you. Ihave an answer for that, too, and I will 
come to it. 

Secondly, the loss of foreign rights flowing as a practical effect from 
this section is further detriment to the public interest. U.S. inventors 
who are unable to develop foreign patent situations are finding, and 
will in the future find themselves more and more at a disadvantage 
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in operating in foreign countries where industry may hold patents 
in this field, because of the absence of a trading position. The treaties 
or arrangements which the United States has made with foreign gov- 
ernments are of little value in this connection. Government con- 
tractors should be encouraged, therefore, to build up foreign patent 
positions by being permitted to obtain foreign patents at their own 
expense—title to such patents residing in those contractors, subject 
toa free, nonexclusive license to the U.S. Government. 

Moreover, such a revision would provide an effective means for 
demonstrating the technical contributions on the part of the United 
States. It would facilitate sales of apparatus abroad by American 
inventors and the licensing to foreign manufacturers, and it would 
encourage valuable U.S. investments abroad generally. 

Another disadvantage to the title vesting situation under the act’s 
invention provisions is with regard to fostering growing and worthy 
small businesses which frequently have limited funds and beckapaiand, 
Many small business concerns, particularly on the subcontractor level, 
strenuously object to the patent provisions of the act and contractors 
often are obliged to secure a waiver or revision of patent provisions 
for their suppliers. 

As far as the small business is concerned, taking such a contract 
without the possibility of protecting their creative effort, No. 1, it 
disrupts their normal business. No. 2—you just said it for the big 
ones, but I am speaking for small ones now—the money is rather small 
and no protection for what they have done for their creative efforts. 

Representative Hoxirrevp. If they have any creative effort, which 
they have developed on their own, they can obtain their patent. 

Mr. Prupetu. I know but they are not going to do that, sir. 

Representative Horirmxp. As you and I know, sir, as far as the 
small concern having the opportunity to obtain patents in this very 
complicated field—I am talking about important patents, because this 
is what the act is really designed for, to protect all of the rest of in- 
dustry in the case of a patent which is deemed to be of primary im- 
portance to the development of the art, and does not apply to a broad 
field of patents on a lower level. As a matter of fact, many small 
businesses do have these small patents or patents of lesser importance. 

Mr. Prupetu. Isotopes is one type. 

Representative Hoxirrecp. Yes, it is true in many fields. As a 
matter of fact, you know that it takes great laboratories and great 
effort on the part of industry in these complicated fields to develop 
patents nowadays of any real importance. 

Mr. Propet. I do not know it as a fact. 

Representative Horirrecp. Once in a while you will find a fellow 
who gets a bright idea. I don’t think the transistor or any other of 
these important inventions of the last 10 years have stemmed from the 
Henry Ford garage on the back-of-the-lot type of inventions. 

Mr. Pruvetu. We will attempt to show a little later that you should 
not shut the door or you could not shut the door on creative ingenuity. 

Representative Hortrrecp. We do not think we have. We feel if 
they are spending their own money that door is still wide open. But 
if they come to the Congress and say we would like to have a million 
dollars of taxpayers’ money to do research and development in this 
field, then they do not come before the court with clean hands when 
they come to establishing their personal equity. 
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Mr. Propet. I understand your point. Normally a small business, 
in order to be a subcontractor for a prime contractor, has to disru 
its normal business operations to get into it. That is the point I made 
as No. 1. 

Representative Hotirretp. I have so many small contractors in the 
Los Angeles area that are sending me letters to help to get a contract 
of any kind that I feel they are perfectly willing to bear the disruption 
that may be in this procedure in order to get a little business. 

Mr. Proupett. Mr. Chairman, maybe we can make our point a little 
further on. 

Representative Houirretp. All right. 
Mr. Propety. Thank you. 


SECTION 153—-NONMILITARY UTILIZATION 


This section constitutes the compulsory licensing provision. The 
earlier feeling that a few large companies might, by reason of early 
entry into the field, monopolize atomic energy development, is hardly 
the situation today nor is it likely in the future. The fundamentals 
of atomic energy are now well known throughout the world and we 
submit that future inventions will almost certainly be limited to im- 
provements. In the improvement stage, we believe it desirable to in- 
duce as many companies, laboratories, and individuals as possible to 
work in this field because a broader base of invention will result along 
with a more rapid advance in the art. We called your attention toa 
recent monograph of the Senate Judiciary Patents Subcommittee 
(Study No. 2) which points out retention of title by contractors with 
only a nonexclusive royalty-free license to the Government enabled 
many small businesses following World War IT to participate widely 
in building up a tremendously aes patent picture in the electronics 
field. With such a policy in effect in the atomic energy field, a manu- 
facturer encountering a patent which is privately owned will have 
a greater incentive to design around such patent and thereby advance 
the art and obtain patent rights of his own. On the other hand, if 
title remains in the Government, the tendency will be to follow the old 
path rather than to create a surge forward. 

Compulsory licensing has been suggested and has been rejected 
many times. The atomic energy situation today does not warrant 
departure from this basic congressional policy. Further, compulsory 
licensing provisions affect more seriously the small businessman who 
may need the exclusiveness of a patent to hold his own in competition 
with a bigger organization which may have more talent, lower costs, 
and other advantages. Actually a patent benefits the small business- 
man more than it benefits the large company, because without that 
patent a large company with its tremendous talent and its great mer- 
chandising potential can undersell and outsell and put out of business 
a small businessman. Compulsory licensing does not put small busi- 
ness into business, because such enterprises simply don’t have the back- 
ground or staff to use a mere license. It takes more than a patent to 
put goods on the table. 

Representative Hotrretp. You are not arguing against yourself 
there, are you? If that small business can get that license, you still 
say that he can’t go ahead, but if he had it himself, he could go ahead. 
Is that your argument ? 
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Mr. Propet. If he had a patent to protect what he had his money 
in, then he can keep others out for a limited time. If he has a com- 
pulsory license everyone has it. The big one has it, the little one has 
it, and the big one might push the little fellow out. 

Representative Houirietp. That is what the patent law is for, to 
push them out after 17 years with such additional extensions. 

Mr. Propet. The patent law is to promote science and the useful 
arts. 

Representative Houirrevp. It is to promote a monopoly. 

Mr. Propet. That is right, for a limited time. 

Representative Hortrretp. Seventeen: years, plus all the improve- 
ments that can be put onto it to extend it for an additional 15 years. 

Mr. Prope... I will get to that discussion a little later. Those are 
new patents. Those are new issues. Let us go on to the AEC pro- 
posed bill. 

Referring briefly to the March 13, 1959, draft of a new bill pro- 
posed by AEC, we are pleased to see the extension of the reporting 
period, the deletion of section 158, and many improvements in word- 
ing. Weare, however, disappointed that the proposed changes do not 
go to the main points as discussed above, nor is there a clarification of 
certain language. For brevity, only a few major points are mentioned 
herein. 

In the proposed section 151, we are forced to ask: when is an inven- 
tion or discovery “useful” in the production or utilization of special 
nuclear material or atomic energy ? 

In the proposed section 152—we believe that situations justifying 
waiver are left up in the air. Under the AEC proposal, the Commis- 
sion is not required to act with the promptness that would assure any 
preservation of U.S. and foreign patent rights. Also, we are con- 
cerned with what constitutes a “complete” statement under the AEC 
proposed section 152. Finally, the new matter at the end of the sec- 
tion is not entirely clear as to a contractors’ review rights beyond 
the Commission. 

SECTION 155—PRIOR ART 


This would provide an additional departure from the general law 
of patents. All normal anticipatory matters are based upon pub- 
lished knowledge. Secret art is not available to invalidate a patent 
and should not be available as prior art in the Patent Office. This 
problem is faced by all other governmental situations involving in- 
ventions and different treatment for atomic energy inventions is not 
justified. 

Representative Hotirretp. You applaud the prohibition against 
monopoly in the so-called draft. You would like to have the right 
of monopoly continued ? 

Mr. Prupett. Which monoply are we speaking about now? Let 
us go to the last paragraph. 

Regardless of any clarification of the few foregoing questions 
raised about the AEC bill, that proposal falls far short of the direct 
and complete cure for all the troubles discussed under the existing 
Atomic Energy Act patent provisions. Nothing less than our already 
noted suggestions will give our Nation the full advantage of its 
industrial might. For many years, NAM’s Patents Committee has 
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been studying the overall patent system from the standpoint of the 
American public and in the interest of sound economic policy. The 
conclusion, in brief, of professionals and long experienced observers 
in the field is that the basic U.S. patent system is the finest in the 
world and should be utilized as a continuing and absolute necessity 
for our accelerated progress and well being. 

Now I have some notes that I would like to discuss. Again they 
are not in this printed record that you and I have, but please inter- 
rupt me. I would like to discuss this one thing, and you sort of 
brought me right into it. There has been a lot of talk about taking 
the know-how which the Government provided by assembling talent 
with money. 

Mr. Chairman, here is my point. You don’t patent the existing 
know-how. You patent what you contribute. You can’t patent 
all of these secret things in all of this mountain of work, and tre- 
mendously wonderful work it is that has been going on. You have 
to add a little car onto that train and then that is your monopoly. 

Representative Hoxirietp. 1 don’t think the inference has been 
made that you can patent know-how without a reduction to practical 
use. I would like to correct that because I realize that one of the 
great incentives which has caused companies, such as Du Pont, Gen- 
eral Electric, and others to render a tremendous service to the Ameri- 
can people, has been the opportunity, first, to assemble great aggre- 
gates of skilled people in a new field; second, to acquire know-how 
and techniques which probably are nonpatentable, but which are a 
very valuable part of industrial production. I am sure that has been 
the incentive. That and their desire to do a patriotic job in a field 
where we feel that we are on trial between the Communist world and 
the free world. 

I give them credit for having this type of motive as well. I know 
in the case of some of these industries that the Government has had 
to actually importune them to accept a certain task in this field on 
a very modest profit or in some instances no profit basis for the pur- 
pose of rendering a public service. I recognize that, and I want to 
pay tribute to that today. 

Mr. Prupe.u. I rather believe you do understand the point. Pri- 
vate industry would not be patenting what the Government had done, 
but rather what private industry through its creative ingenuity, the 
individual inventors, has Gone. 

Representative Hoxirmeip. I understand that. My comment is that 
they would be patenting new information in case of a research and 
development contract as a result of Government expenditure. 

Mr. fp >RUDELL. Not entirely. Money does not create ideas. 

Representatives Honirierp. But it is helpful in operating labora- 
tories and conducting experiments. 

Mr. Proper. Know-how is sometimes described as the sum total 
of ingenity, experience, and facilities. The ingenuity comes out of 
the human mind. 

Representative Horirrmetp. That is true. It is a pretty well estab- 
lished principle that he who pays the fiddler calls the tune. In this 
case in research and development where the Government is paying 
the fiddler, it has some equity rights, the same as General Electric 
if they pay the tune in their laboratory for research and development. 
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Mr. Prupeti. We will get back to this on these other notes. You 
put it most strictly for me, but I will get back to it. I won’t forget it, 
I promise you. 

Representative Horirretp. We are going to adjourn fairly soon. 
While I am enjoying this, I just got a note here that a group of peo- 
ple that I have an appointment with in my office are awaiting me 
there. This is one of those cases of private initiative. They may 
have something to do with my reelection. It is mighty important for 
me to be with them. I have that incentive in the back of my mind 
as you proceed. 

Mr. Prupett. Thank you. We take the position that the waiver 
patents under the AEC provisions, while they might have increased, 
if you increase from 5 to 10, that is an increase. But overall looking 
at it broadly we must disregard it as de minimus. It seems to me 
that we are In the realm pretty much of speculation. A lot of people 
say it would be a lot better under the patent system. You say we have 
done very well. You can’t show us a case. In that regard, as far 
as showing you a case, it is a hard thing to do. We have had dif- 
ficulty. One of the reasons we have had difficulty from large and 
small manufacturers and medium size is that they are very hesi- 
tant to show difficulty for fear that they would be branded with an 
unpatriotic label. It is pretty difficult to get these cases. But by 
the same token, speculation before a court we would have the better 
of theargument. ‘The patent system has acted as an incentive. It has 
been the traditional American way. We should have the better part 
of the argument. I think speculation is more on your side. 

The next point is that we cannot compete with the Soviets on their 
own terms. The Atomic Energy Act is an attempt to compete with 
the Soviets on their own terms where failure may mean death. In 
this country, with our protection of human liberties, we can’t com- 
pete with the Soviets, the way they are doing it. We believe that the 
AKC bill as presently proposed is a Soviet version. 

Representative Houirreip. I would not take the time to argue that 
point with you, but up until now I think you have presented a very 
good case. I think when you brand such men as the present Commis- 
sloners—— 

Mr. Prupe.u. There is no attempt to do that. 

Representative Hoxirretp. The present Commissioners who have 
sent the modification of this act to us, including the extension of the 
compulsory licensing provision, and the extension of the basic provi- 
sions, as advocating something along the Soviet system, you are taking 
in a lot of territory. 

Mr. Prove. It isa lot of territory, I agree. 

Representative Houirrevp. I think on further contemplation you 
might want to change your testimony, because I would hesitate to see 
the Congress of the United States which has passed this bill with 
great deliberation and with access to a great deal of classified know]l- 
edge and the previous Atomic Energy Commissioners, and the present 
Commissioners, branded as being quite that far to the left. 

Mr. Prupexy. I must say that I will develop this a little further. 
There is no attempt to go to the extreme as you mentioned. We believe 
that the present act is ieee to small business. The Department 
of Commerce over the past years has shown the traditional story of 
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acorn to oak tree. Small business people put all of their money into 
an invention, protect it, make profits, and then go into other busi- 
nesses. We do not believe that this is possible under the present act. 
We feel that the reasons—and this is getting back to this other posi- 
tion—for the adoption of the Atomic Energy Act, such as it was—and 
we believe they were proper at the time—no longer exist. You were 
talking about all of this know-how. You, Mr. Chairman, I am sure, 
are aware of the Euratom Treaty. The United States is a signatory 
to that treaty and not a participant, except we will give $300 million, 
and in excess of that, plus all know-how, to the common market coun- 
tries to make them strong. PY. 

Mr. Totu. You are off quite a bit on your arithmetic, but go ahead. 

Mr. Propexu. $300 million. 

Mr. Tot. Yes. That’s incorrect. 

Mr. Prupextu. Maybe it isa little more. 

Mr. Tou. We are giving American industry a good hunk of that. 
It is used to finance American industry to send equipment to the 
Euratom countries. You might study it further. 

Mr. Prupe.u. I have. The point I want to make is this. The dis- 
semination of knowledge is widespread now, and it is going to become 
increasingly widespread. I can’t talk about what the Russians are 
doing except that you hear—and I am no authority on what they are 
doing—but they are doing very well. That ismy understanding. This 
secret of this terrible bomb at Hiroshima is now all over the world. 
It may be that the reason for the enactment of the act in the first 
place was to keep it a secret. I submit very earnestly to you, sir, those 
reasons no longer exist. 


Representative Hoxirtevp. I can only say this to you, sir. When 
you increase the efficiency of a weapon as many feet long and as many 
feet across from 20,000 tons of TNT to 20 million tons of TNT in the 
short period of a decade, there are a great many secrets still involved 
in the techniques of pe, re na which, unfortunately, or let us sav 


most fortunately, we believe that we do possess exclusively. 

Mr. Prupett. We have done a wonderful job but I think we could 
do a better job. Now I would like to comment a little bit on this. 
Coming on the plane, I was reading some of the testimony of the 1956 
act, and I was most impressed with the fair approach. One of the 
things was that while there seemed to be diverse interests on both 
sides, we have to reconciie interests. This has been going on for a 
number of years, and it seems we are still reconciling interests. If 
we do not turn over atomic energy and its ramifications to the great 
creativity of the American mind, free and unfettered, and put it 
under the patent system, we may be reluctant bridegrooms too late. 

Another point was made, and that is about monopoly—favored few 
getting a monopoly. We have heard it in some testimony,. It seems 
to be a fear that people will get a monopoly as a result of working 
with the Government. I don’t have to tell you, sir, that we do have 
antitrust laws and monopoly laws, and I would suggest that they 
are most adequate. Years ago the Supreme Court has determined 
that you cannot use a patent to effect an illegal purpose. So I would 
suggest that under the patent laws and under the monopoly laws, we 
are adequately taken care of. 

Representative Hottrretp. This is a comforting statement with 
which I do not necessarily agree as is evidenced by the managed price 
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system which now obtains in the field of steel, automobiles, and a few 
other large efforts where, if there were adequate antitrust laws, we 
might have little more competition. We might see, for instance, 
the United States Steel Co. reducing their prices when their produc- 
tion goes down to 50 percent of their capacity as is the case in all 
other fields where competitive endeavor obtains, instead of raising 
their prices when they are at 50 percent of capacity and not follow- 
ing the norms of the competitive system. 


Mr. Pruper. This is a matter that I feel ill equipped to discuss 
with you, sir. 

Finally, there has been much talk about Government putting in this 
amount of money and they certainly did. Without it we would not 
have it. I am sure. This is a little homey thought. You know the 
Government pays farmers to fertilize their fields. The Government 
does not take title to those fields and never will. 

Thank you very much. 

Representative Horirrecp. You are certainly very welcome. We 
appreciate your testimony. 

The meeting is adjourned. 

(The full statement of Mr. Prudell follows:) 


STATEMENT OF THE NATIONAL ASSOCIATION OF MANUFACTURERS TO THE JOINT 
COMMITTEE ON ATOMIC ENERGY SUBCOMMITTEE ON LEGISLATION 


This statement is submitted on behalf of the National Association of Manu- 
facturers, a voluntary association consisting of over 20,000 members of which 
ever 18,000 have less than 500 employees, and over 6,000 have less than 50 em- 
ployees. Therefore, the association represents small, medium, and larger pro- 
ducers as well as a cross section of all types of business enterprises. 

Basically, our position is that “All laws relating to all fields of activity in- 
cluding the Atomic Energy Act of 1954 * * *, should be entirely free of any 
special patent provisions so that the full incentive of the patent system may 
remain effective to advance such arts, subject to law relating to secrecy, security, 
and the right of the Government to use the invention of any patent, subject 
to the payment of fair compensation.” 

Along with individual inventors, the bar associations, and other groups, we 
have been vitally stirred by the increasingly serious disadvantages to the public 
and the business community of the patent provisions of the Atomic Energy 
Act of 1954. We have been studying and carefully reconsidering our experience 
in this regard and are impelled to urge that this committee at the earliest pos- 
sible date should recommend restoring the atomic energy field to the beneficial 
incentives operating in other endeavors. The world situation requires that the 
maximum incentives to invention and investment be fostered as in the case of 
technology in general. 

It is now clear that work in the atomic energy field requires large investment 
in research and engineering efforts and often results in a substantial period of 
unprofitable, if not actual loss, operations. Many companies entering this field 
so hopefully some years ago, have now discontinued related work. Apparently, 
the atomic energy program needs and can benefit from removal of the impedi- 
ments which are forestalling its progress. We submit that this can best be done, 
if not by dropping special patents legislation, then (1) by permitting title to 
vest in contractors and subcontractors, (2) by removing the threat of compul- 
Sory licensing; and (3) by removing the present possibility of invalidation 
through prior art maintained in secrecy. Without intending to imply approval 
of any provision of chapter 13, by failure to comment thereon, the following re- 
marks are limited largely to those sections of that chapter relating to the three 
recommendations just made. 


SECTION 152—INVENTIONS CONCEIVED DURING COMMISSION CONTRACTS 


The vesting of title to inventions in the Government has several vital dis- 
advantages. The first, and most frequently noted, is reduction in incentive to 
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eontractors. While patent rights may not be the only incentive for contractors 
in the atomic energy field, the possibility of protecting investment by obtaining 
such rights is an important business inducement. Retention of title by con- 
tractors would certainly tend to assure the Government of the availability of 
the largest number of contractors and subcontractors and would tend to mini- 
mize the cost and price of development and procurement to the U.S. Govern- 
ment. Thus, any provision reducing total incentive operates to the detriment 
of the public as well as industry. 

Secondly, the loss of foreign rights flowing as a practical effect from this 
section is a further detriment to the public interest. U.S. inventors who are 
unable to develop foreign patent situations are finding, and will in the future 
find, themselves more and more at a disadvantage in operating in foreign 
countries where industry may hold patents in this field, because of the absence 
of a trading position. The treaties or arrangements which the United States 
has made with foreign governments are of little value in this connection. Gov- 
ernment contractors should be encouraged, therefore, to build up foreign patent 
positions by being permitted to obtain foreign patents at their own expense, 
title to such patents residing in those contractors, subject to a free, nonexclusive 
license to the U.S. Government. Moreover, such a revision would provide an 
effective means for demonstrating the technical contributions on the part of the 
United States; it would facilitate sales of apparatus abroad by American in- 
ventors and the licensing to foreign manufacturers, and it would encourage 
valuable U.S. investments abroad, generally. 

Another disadvantage to the title vesting situation under the act’s invention 
provisions is with regard to fostering growing and worthy small businesses 
which frequently have limited funds and background. Many small business 
concerns, particularly on the subcontractor level, strenuously object to the 
patent provisions of the act and contractors often are obliged to secure waiver 
or revision of patent provisions for their suppliers. 


SECTION 153—-NON MILITARY UTILIZATION 


This section constitutes the compulsory licensing provision. The earlier feel- 
ing that a few large companies might, by reason of early entry into the field, 


monopolize atomie energy development, is hardly the situation today nor is it 
likely in the future. The fundamentals of atomic energy are now well known 
throughout the world and we submit that future inventions will almost certainly 
be limited to improvements. In the improvement stage, we believe it desirable 
to induce as many companies, laboratories, and individuals as possible to work 
in this field because a broader base of invention will result along with a more 
rapid advance of the art. We ealled your attention to a recent monograph of 
the Senate Judiciary Patents Subcommittee (study No. 2) which points out re- 
tention of title by contractors with only a nonexclusive, royalty-free license to 
the Government enabled many small businesses following World War II to par- 
ticipate widely in building up a tremendously diverse patent picture in the 
electronics field. With such a policy in effect in the atomic energy field, a 
manufacturer encountering a patent which is privately owned will have a 
greater incentive to design around such patent and thereby advance the art 
and obtain patent rights of his own. On the other hand, if title remains in the 
Government, the tendency will be to follow the old path rather than to create 
a surge forward. 

Compulsory licensing has been suggested and has been rejected by Congress 
many times. The atomic energy situation today does not warrant departure 
from this basic congressional policy. Further, compulsory licensing provisions 
affect more seriously the small businessman who may need the exclusiveness 
of a patent-.to hold his own in competition with a bigger organization which 
may have more talent, lower costs, and other advantages. Compulsory licensing 
does not put small business into business because such enterprises simply 
don’t have the background or the staff to use a mere license. 


AEC PROPOSED BILL 


Referring briefly to the March 13, 1959, draft of a new bill proposed by AEC, 
we are pleased to see the extension of the reporting period, the deletion of 
section 158, and many improvements in wording. We are, however, disap- 
pointed that the proposed changes do not go to the main points as discussed 
above, nor is there a clarification of certain language. For brevity, only a 
few major points are mentioned herein. 
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In the proposed section 151, we are forced to ask: when is an invention or dis- 
covery “useful” in the production or utilization of special nuclear material or 
atomic energy? 

In the proposed section 152, we believe that situations justifying waiver are 
left up in the air. Under the AEC proposal, the Commission is not required 
to act with the promptness that would assure any preservation of United States 
and foreign patent rights. Also, we are concerned with what constitutes a 
“complete” statement under the AEC proposed section 152. Finally, the new 
matter at the end of the section is not entirely clear as to a contractor’s 
review-rights beyond the Commission. 

Section 155—Prior Art, would provide an additional departure from the 
general law of patents. All normal anticipatory matters are based upon pub- 
lished knowledge. Secret art is not available to invalidate a patent and should 
not be available as prior art in the Patent Office. This problem is faced by 
all other governmental situations involving inventions and different treatment 
for atomic energy inventions is not justified. 

Regardless of any clarification of the few foregoing questions raised about 
the AEC bill, that proposal falls far short of the direct and complete cure 
for all the troubles discussed under the existing Atomic Energy Act patent 
provisions. Nothing less than our already noted suggestions will give our 
Nation the full advantage of its industrial might. For many years, NAM’s 
Patents Committee has been studying the overall patent system from the 
standpoint of the American public and in the interest and sound economic 
policy. The conclusion, in brief, of professionals and long experienced observers 
in the field is that the basic U.S. patent system is the finest in the world and 
should be utilized as a continuing and absolute necessity for our accelerated 
progress and well-being. 


(Thereupon at 4:50 p.m., Wednesday, April 22, 1959, a recess was 
taken until Thursday, April 23, 1959, at 10 a.m.) 
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THURSDAY, APRIL 23, 1959 


ConGREss OF THE UNITED STATES, 
SUBCOMMITTEE ON LEGISLATION OF THE 
Jormnt ComMITTEE ON Atomic ENERGY, 
Washington, D.C. 
The subcommittee met, pursuant to recess, at 10 a.m., in room P-63, 
the Capitol, Representative Chet Holifield (chairman of the subcom- 
mittee) presiding. 
Present : Representatives Holifield, Price, and Bates. 
Also present: David R. Toll, staff counsel, Joint Committee on 
Atomic Energy. 
Representative Hoxtrretp. The committee will be in order. 
The Subcommittee on Legislation is meeting this morning to con- 
tinue public hearings on atomic energy matters. The first witness this 
morning is Mr. John Curran, representing the AFL-CIO. 


Mr. Curran, we are glad to have you with us this morning. Will 
you proceed. 


STATEMENT OF JOHN CURRAN, LEGISLATIVE REPRESENTATIVE, 
AMERICAN FEDERATION OF LABOR-CONGRESS OF INDUSTRIAL 
ORGANIZATIONS 


Mr. Curran. Thank you, Mr. Chairman. I am appearing here this 
morning, Mr. Chairman, on behalf of the AFL-CIO in place of Mr. 
Andrew Biemiller, who extends his regrets at his inability to appear 
here this morning. I have with me Mr. George Taylor of the research 
department of the AFL-CIO who is also the secretary of the staff 
subcommittee on atomic energy of the AFL-CIO. The statement 
of Mr. Biemiller reads as follows: 


I am appearing before your commitee for the purpose of conveying the position 
of the AFL-CIO on H.R. 5846 which would amend the Atomic Energy Act of 
1954 with respect to patenting of inventions relating to the use of atomic energy. 
The AFL-CIO has consistently supported those sections of the 1954 Atomic 
Energy Act relating to the cross licensing of patents under jurisdiction of the 
Atomic Energy Commission. We feel very strongly that new inventions advanc- 
ing the technology of peaceful applications of atomic power should remain in 
the public domain and have so stated previously in testimony presented to this 
committee. 

We have made particular mention of section 153 of the act with respect to the 
Commission’s ownership and control of patents. We have called attention, both 
in 1958 and this year, to the fact that the time was drawing close to the 
expiration date of September 1, 1959, of subsection (h) of section 153 and have 
urged that the Congress extend this indefinitely. The Commission’s proposed 
legislation extends the nonmilitary utilization patent provisions until September 
1, 1964 ‘ 
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We feel that the Commission has taken a step forward in proposing to the 
Congress that atomic inventions which are patented should continue to be 
vested in and be the property of the Commission for another 5 years. How- 
ever, our position remains the same: that while it is necessary to stimulate 
peacetime atomic technology by means of patent incentives, this technology is 
presently being developed by very few corporations in the field. It is, there- 
fore, in the national interest to prevent these companies from obtaining a 
monopolistic control over basic inventions which, in considerable amount, would 
be developed largely at public expense. Compulsory licensing provisions, 
therefore, should be continued indefinitely without any specific cutoff time until 
the Joint Committee and the Congress can, in the future, review the whole 
situation and determine whether or not the time has arrived which would 
allow subsection (h) to be rescinded. 

Such determination can only come after the atomic industry in the United 
States has cleared a sufficiently broad base so that small, as well as large, busi- 
nesses would be enabled to compete on as nearly an equitable basis sa possible. 

We recognize tht while we are aware of no occasion having arisen to invoke 
the power of the Atomic Energy Commission to declare a patent with the public 
interest and, therefore, such a compulsory licensing, it is undoubtedly due to 
the fact that the industry is very young. It is also undoubtedly caused by the 
fact that most inventions in the atomic energy industry have been made within 
the Atomic Energy Commission itself or by its employees and contractors. 
Compulsory licensing is the only legislative method of protecting the public 
against the appearance and utilization of dominating patents which can place 
one or a few corporations in control of important aspects of atomic energy 
development. 

Such domination might seriously affect the national interest which is to push 
forward on the broadest front possible to achieve a flourishing, and in partic- 
ular a competitive atomic industry in the United States. Certainly this protec- 
tion should remain in the act for an indefinite period until the Congress has 
been provided with sufficient assurance that its relinquishment as part of the 
basic At mic Energy Act would not in any way contribute to a monopolistic 
control in this field. 

We are happy to have the opportunity to present our views before the com- 
mittee and feel certain that action will be taken by the committee and the Con- 
gress before the compulsory licensing provisions expire on September 1 of this 
year. 


Representative Hoxrrrrenp. Thank you, Mr. Curran, for your 
statement. 

Mr. Curran. Thank you, Mr. Chairman. 

Representative Hortrreip. The next witness is Mr. Bennett Boskey, 
former Deputy General Counsel of the AEC, and a private attorney. 


STATEMENT OF BENNETT BOSKEY, FORMER DEPUTY GENERAL 
COUNSEL, ATOMIC ENERGY COMMISSION 


Mr. Bosxey. Thank you, Mr. Chairman. My name is Bennett 
Boskey. I am a partner in the Washington firm of Volpe, Boskey 
& Skallerup, and it might be useful to the committee if I spent just 
a moment explaining my own connection with, and interest in, the 
kind of matters which the Joint Committee is hearing today. 

During the period when I was in the Office of the General Counsel 
of the Atomic Energy Commission, namely, the period of January 
1947 through April “1951, I did have some "responsibility there for 
patent and invention matters arising within the Commission. This 
responsibility included among other things participation in cases 
which were being tried before the Patent Compensation Board estab- 
lished by the McMahon Act. 

Since leaving the Commission in 1951 and going into private prac- 
tice, I have continued my interest in these matters. From time to time 
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I have had the responsibility of advising particular clients on patent 
and invention matters arising in the field of atomic energy. On cer- 
tain occasions, I have participated in patent litigation in the courts. 
I have also tried a case before the Patent Compensation Board, which 
is still a pending case. 

In addition, I have been serving as chairman of the Patent Sub- 
committee of the Atomic Industrial Forum. 

I mention these things because I want it to be clear that in appear- 
ing this morning, I am stating my own views alone. I have had a 
long connection with these matters. I have written a number of 
articles on them, and made occasional addresses on them. I am not 
this morning speaking on behalf of any of my clients. I am not 
speaking on behalf of the Atomic Industrial Forum. The views 
which I present are the views of myself, and myself alone. 

With that introduction I should like to go on and say what I have 
to say on this subject. 

Approximately 5 years ago, in connection with its consideration of 
the Atomic Energy Act of 1954, the Joint Committee on Atomic 
Energy dealt at length with patent and invention aspects of atomic 
energy. 

The legislation which emerged in 1954 represented a considerable 
measure of compromise and accommodation between conflicting views. 
I am sure that no one ever claimed the 1954 patent provisions were 
perfect. Certainly there was ample room left for improvement and 
for change in the light of experience. 

Now, 5 years later, the Joint Committee is reappraising the patent 
provisions in the light of the conditions which actually exist today 
and which can be expected to exist during the period of the next few 
years. 

One thing experience has taught us is that the patent provisions of 
the act probably will be reexamined not annually, but rather at some- 
what less frequent intervals. This is only natural. For one thing, 
the patent provisions historically have been one of the controversial 
portions of this legislation, and ordinarily no useful purpose could be 
served by reopening this type of controversy every year. For another 
thing, patent matters traditionally tend to move somewhat slowly. 
This means that experience accumulates somewhat slowly and that it 
may take time to evaluate, with any degree of care and assurance, the 
practical effects of changes made in the law. 

Accordingly, it seems worth emphasizing that on the present occa- 
sion the Joint Committee on Atomic Energy is reviewing the patent 
and invention aspects of the atom in a way which probably will set the 
course of our national policy on this subject for the next few years. 
This gives emphasis to the importance of this occasion. 

When I appeared before this Committee during the hearings on the 
1954 legislation, I stressed my strong belief in the U.S. patent 
system as a means of strengthening our country and nourishing 
our technological progress. During the intervening period I have 
had opportunities for considerable additional experience and reflection 
on these matters. My general outlook on them remains the same. I 
feel today, as I did 5 years ago, that our patent system is one of the 
important factors which provides the incentives we need. By and 
large, throughout the history of this country the patent system has 
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worked well and has contributed greatly to our progress. While there 
certainly have been occasions when patent abuses occurred, the public 
interest has best been served by dealing with these by measures which 
would stamp out the abuses but would fully preserve the good features 
of the patent system. 

It seems to me undesirable to have special departures from the 
normal patent system, except in areas where special circumstances 
exist which provide a special need and a special justification. 

Atomic energy was an area in which such special considerations ex- 
isted abundantly in 1946, when the McMahon Act was passed. Such 
special considerations likewise required recognition when the 1954 leg- 
islation was pending although perhaps to a considerably lesser degree. 

Our experience during the past 5 years, 1954 to 1959, seems to me to 
contradict any assertion that atomic energy has by now arrived at a 
state of normalcy which justifies treating it the same as the more tra- 
ditional areas of technology. In my judgment, it continues to be 
desirable and in the public interest to retain certain special legislative 
provisions relating to atomic energy patents and inventions. Perhaps 
with the passage of time this will become a matter of diminishing im- 
portance. In any event, as of today, in my view, it would be undesir- 
able to discard the general framework of the special legislative pro- 
visions which Congress has enacted in this field. In some respects it 
seems advisable that these provisions should be amended, and this 
certainly provides an appropriate occasion for such amendment. 


COMPULSORY LICENSING 


Perhaps the special provision which has aroused the greatest degree 
of controversy is the provision relating to compulsry licensing of 
certain patents in the field of atomic energy. In 1954 the Congress 
resolved this matter by a compromise eden in section 153 of 
the act. This gave the Commission an authorization for a con- 
siderably restricted form of compulsory licensing. When I say the 
authorization was limited to a “considerably restricted form” of com- 
pulsory form of licensing, I mean that the text of the provision 
contained substantive limitations as well as procedural safeguards 
designed to make compulsory licensing available only in urgent 
cases where the need for it was clearly established, and then only on 
terms which would require a reasonable royalty to be paid to the 
patent owner whose patent would be used by someone else. 

My own view in 1954 was that a limited form of compulsory li- 
censing authority would definitely be in the public interest. I felt 
that, particularly in view of the history of the somewhat narrow in- 
dustrial participation in the atomic energy field to that date, the 
compulsory licensing provisions would constitute a valuable safety 
valve to protect the public interest in case of need. In effect, it pro- 
vided an assurance that new firms might be able to enter important 
areas of atomic energy work without being blocked off by arbitrary 
action on the part of a patentee who, perhaps by virtue of an early 
preferential position established with Government help, had been 
able to get there first. 

Fortunately there has never yet been any occasion for the Atomic 
Energy Commission to exercise this compulsory licensing power, and 
indeed it may well be that no such occasion will ever arise. The 
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1954 act stated that the compulsory licensing provision should apply 
to any a the application for which shall have been filed before 
September 1, 1959. 

The Atomic Energy Commission has now come before the Joint 
Committee with a recommendation that this date be changed, so that 
the compulsory licensing provision will be applicable to any patent 
the application for which shall have been filed before September 1, 
1964. In supporting this proposal to extend the date by 5 years, the 
Commission has called attention to the fact that the desirability of 
patent incentive must be balanced against the possibility of enlarging 
the preferred position of the necessarily limited number of com- 
panies now working in the atomic energy field, many of whom have 
developed their experience substantially at public expense. 

Like many difficult matters of policy which arise in connection 
with legislation, the compulsory licensing question turns ultimately 
on judgment. There are many people, for whose opinions I have 
great respect, who feel that the country would be better off if the 
compulsory licensing provision were to be eliminated this year. I 
must say, however, that on the basis of my own experience and con- 
sideration of this subject, I think it would be a definite disservice to 
the public interest to jettison the very limited Sey licensing 
provisions at this time. I strongly urge that they be retained, sub- 
stantially in the form recommended by the Commission, pending 
the accumulation of further experience. 

There is one subsidiary matter on which I should like to add a 
word. In yesterday’s hearing, a question was raised by the Joint 
Committee as to whether the limited authority to grant compulsory 
licenses should be applicable only to patents—as the text now inti- 
mates—or whether it should also be applicable to pending patent 
applications in advance of the time that the patent has actually issued. 
In this connection it was quite correctly stated by representatives of 
the Commission that an outsider who uses someone else’s invention 
does not become an infringer under the patent law until the patent 
application has actually matured into an issued patent; that is, his 
legal liability begins only from the time the patent has issued. 

I suggest, however, that this factor does not fully meet the practi- 
calities of the situation from a realistic business standpoint. 

If a company is considering whether to make a substantial invest- 
ment in a new atomic energy project—which may involve investment 
of some millions of dollars—it could not prudently proceed to do so 
without some reasonable certainty that it would be able to obtain a 
license to use somebody else’s invention of primary importance to the 
project. As the Joint Committee has heard, patent applications in 
the field of atomic energy tend to be processed rather slowly. Hence 
there may be a period of 4 to 5 years while the patent application is 
pending and before it ripens into an issued patent. Unless the com- 
pany interested in the project has some assurance that it could obtain 
a locense in the event the patent were ultimately to be issued, it might 
be very foolhardy to embark upon the project at all. In this type of 
case, if the owner of the patent application refused to negotiate a 
license on reasonable terms, it might be advisable for the Commission 
to have a reserve power to make a determination promptly that a com- 
pulsory license would issue in the event the patent application matured 
into a patent at a later date. 
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This might save much valuable time in getting the project under- 
way. Indeed, the existence of such a provision “would tend to fore- 
stall any occasion from arising where the power might have to be 
exercised. Accordingly, the Joint C ommittee might find it desirable 
to add a suitable sentence to section 153, expressly “making the limited 
compulsory licensing authority applicable also to pending patent ap- 
plications in suitable cases. 


Representati ive Houirreip. Mr. Toll would like to ask you a question 
at this point. 

Mr. Tout. Mr. Boskey, is it your reasoning that section 153 only 
applies by its language now to patent owners and therefore would 
not apply to a person who has filed an application for a patent ? 

Mr. Bosker. I was careful in the statement I just made to say that 
the text now intimates that. I am not 100 percent clear that, if the 
Commission determined it was necessary to effectuate the purposes of 
the act to put this procedure into motion there was an issued patent, 
and while there was merely a patent application, that a court would 
then say the Commission lacked such authority. But I was suggest- 
ing that it is too doubtful under the present text to leave it that way 
if the point is thought to have any importance. I can’t see what 
objection would arise to clarifying it. 

Mr. Tort. Do you have any suggested language which subsection 
might be amended ? 

Mr. Bosxey. No, I don’t this morning. I think it could perha 
be done by a single sentence at the end of the section, and I would 
glad in the next “few days to make some suggestion along these lines. 
I think it would not require any overhauling of the text as a whole, 
but just a sentence at the end w hich said that the foregoing authority 
also shall apply in like cases to patent applications w hich are pending. 
I think it would be easy as a matter of text to do this. 

Representative Hoxtrreip. In other words, probably the ending of 
this chapter now under letter (h). 

Mr. Bosxey. And a subsection (i) could be added which would con- 
firm that the Commission had such authority. 

Representative Hotrretp. Wherever the word “patent” should 
be used here, it should be deemed to include patent applications, 

Mr. Bosker. A man normally would not be entitled to a royalty 
during a period when he had an application pending. His legal right 
to royalties begins from the date the patent issues. But in this area 
where patents may take 4 or 5 or 6 years to issue, you have a long 
period of gestation on the issuance of the patent, and a long period 
when, if an outside company on the verge of making a large invest- 
ment is confronted by the existence of the pending patent application 
that they are not sure they could get a license to , they might say—and I 
think their board of directors would be right in saying—we cannot 
put our stockholders’ money into the project until we know we can 
get a license. If you could not negotiate in a friendly way with the 
patent application’s owner, then I think the Commission should have 
this reserve power. I repeat it is quite possible that it will never have 
to be exercised. 

Representative Hourrietp. There is no infringement on an applica- 
tion for a patent. 

Mr. Bosker. There is no infringement. 
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Representative Hoxirie.p. Is it possible to get retroactive damages ? 
Mr. Bosker. No, sir. But who in his right mind would invest $10 
million of his stockholders’ money in a project which 5 years from now 
might be subject to a court injunction to stop the project because they 
are using someone else’s patent without authorization, You just do 
not invest large money in a project that has overhanging it that degree 
of uncertainty. 

Now I am talking about the inventions which—to use the language 
which you, Mr. Holifield, had a lot to do with putting in the statute— 
inventions which are of primary importance to the project. I am not 
talking about those which you can easily design around and use some- 
thing else. You may have a power project which can only be done one 
way using one invention. That is the kind of invention we are 
talking about here. 

Representative Barres. Mr. Boskey, what if in the final result this 
patent was not issued and the applicant had been reimbursed for the 
patent pending; what would be the situation ? 

Mr. Bosker. I suppose the procedure would be set up so that actu- 
ally his right to payment would begin with the date of actual issuance 
of the patent, even though the Commission had held the proceedin 
earlier than that. You would not be prepaying anything. He woul 
not be getting anything that he would not normally get under the 
patent law. 

Representative Bares. So the actual payments themselves would 
take place after the patent had been definitely issued. 

Mr. Bosker. That would be my idea of how to set it up. Any pay- 

ment prior to that would be a voluntary payment in accordance with 
present industrial practice. I am sure you know, Mr. Bates, that 
frequently companies do pay royalties on inventions which have not 
matured into patents. They are not obliged to by the patent laws, but 
they do it as a matter of good business judgment. That is a wholly 
voluntary arrangement. If the company wanted to do that in the 
veriod before there was a patent, that would be well and good. But 
| would think that their legal obligation to pay a reasonable royalty 
under this kind of procedure would begin as of the day that the 
patent actually issues, no matter when the proceeding took place. 

Representative Bares. So from historical experience you see no 
need of spelling any of that out ? 

Mr. Boskey. I think that, in the provision I said would require one 
sentence, that could be done without difficulty. I think textually it 
would be very easy to do this in a way that is perfectly fair. 

Mr. Toit. Mr. Boskey, how would a person who would request the 
use of this section know of the pending application before the patent 
issues since the information in patent applications, as we have found 
out, would be kept under fairly tight lock and cover. 

Mr. Boskey. He might not always know. That is a slight risk. I 
think frequently he would know about it because there is a habit 
among the companies which are active in this field to give some pub- 
licity and publication to their inventions at least after they have a 
patent application on file. Those inventions which would be basic 
and of primary importance to a large project are the kinds of inven- 
tions that it is likely would be subjected to some publicity. 
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In addition, remember that under the act as it now stands, the 
invention will have been reported to the Commission by the Com- 
missioner of Patents under the reporting provisions. If the Com- 
mission should see that there is an invention of primary importance 
to a new project that is coming up, the Commission is not helpless to 
take the initiative in some sort of a proceeding if need be. You 
recall under section 153 either the Commission or the man who needs 
the license has the right and authority to take some initiative. I 
think that while perhaps you can’t say there is a 100 percent assurance 
that he would find out about the pending patent application, in one 
way or another it is likely that the kind of provision I am suggesting 
would do the job. 

Representative Bares. Mr. Boskey, I wonder if you can indicate 
to us the equality in payments between the royalties established by 
the Commission and the negotiated licensing payments that have 
been made. 

Mr. Bosxry. Mr. Bates, my understanding is that there has never 
been yet a case before the Atomic Energy Commission’s Patent Com- 
pensation Board which required them to establish a reasonable royalty 
under this statute. So it is not possible to say with assurance what 
criteria they would use. Even though no case has come up, it is not 
a field where there is no body of law to turn to. There is a great 
deal of prior experience to turn to, if you happen to be a member 
of this Board, faced with this problem. For one thing, industrial 
practice in many fields is well known. Royalty rates are well known. 
You can get expert testimony on that. For another thing, the Court 
of Claims in many patent cases brought against the Government has 
had the job of assessing reasonable compensation. For a third thing, 
there are cases in which the courts in infringement suits between 
private parties have grappled with these problems. I would say 
that the Board is not writing on a wholly clean slate. It can draw 
from this whole body of experience and probably would try to come 
to a fair conclusion that more or less equated the result with the kind 
of royalty you would get under normal judicial decree. 

Representative Bares. You say the AEC has had no cases where 
they have had to make a determination. 

Mr. Bosxry. It has had no cases. Actually it has never used the 
compulsory licensing provision. 

Representative Bares. If that is the case, why do we consider it to 
be so important here. Have they recourse to something else in lieu 
of this, or what? 

Mr. Bosxry. I think there are several explanations of why this 
provision has never been used. Let me mention what I think some of 
them are. 

In the first place, the great bulk of the patents which have been 
issued in this field to date are patents whith are owned by the U.S. 
Government. Therefore, they are available to American business. 
That being the case, as to those patents no such question would arise. 
We are just beginning to get to the point where the privately owned 
patents are emerging. 

Secondly, as I think you have had testimony before you in the 
past few days, it takes a long time for a patent to move from the 
application-filed stage to the patent-issued stage. There is a backlog 
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in the Patent Office. In normal fields the backlog may run 2 or 3 
years. In the atomic energy field, wholly apart from secrecy prob- 
lems, it tends to run 3 to 4 to 414 years. If you have a case which 
started out as a secrecy case, it may run 4 to 10 years, depending on 
when you get the secrecy order removed. So you still have ahead of 
you, rather than behind you, the problems that are likely to come up 
here. 

Third, if I may say so, I think the presence of this kind of pro- 
vision in the statute is itself a moderating influence. In itself it 
helps to encourage people to act in a reasonable way and not to bring 
the problem to a head. 

Representative Bares. To a large degree the problem is ahead 
of us? 

Mr. Bosxey. I think so, sir. 

Representative Hortrretp. I would like to modify that statement 
a little bit by calling attention to the fact that in section 153a there 
are certain provisions under No. 1 and 2 by which to judge the type 
of patent. I wanted the record to show that this cross-licensing 
actually applies to the invention or discovery covered by the patent 
is of primary importance in the production or utilization of special 
nuclear material or atomic energy, and the licensing of such inven- 
tion or discovery under this section is of primary importance to 
effectuate the policies and purposes of this act. 

The stress that I want to put is upon the word “primary.” There- 
fore, this applies to a limited field. The ordinary small type of patent 
or insignificant or relatively unimportant type of patent would not 
of necessity, unless adjudged to be in a different category, be covered 
by this. The real reason for putting this in was to prevent some one 
company that had had contractual experience with the Atomic En- 
ergy Commission from coming up with a basic patent which would 
actually give him the opportunity of having a stranglehold upon the 
complete industry. As a matter of fact, in the judgment of the Com- 
mission there has been no such breakthrough of primary importance. 
But if there should be, this would be protection to the whole industry. 

I might say that it applies, of course, to any industry, but the basic 
thinking of the Congress at the time was that there had only been a 
few companies that had this benefit of experience. Therefore, they 
were in an advantageous position to know the techniques of the art. 
and if suddenly the Government should release its ownership of all 
patent rights in this field, it would be only natural that those com- 
panies which knew the techniques and had the experience would step 
in immediately and preempt the field by establishing areas of patent 
equity which, in the opinion of the Congress, would have been dis- 
criminatory against the great body of American industry which may 
not have had the opportunity of close association and development 
of the art which had been developed at Government expense. 

Representative Bares. It refers primarily to a quantum step or a 
breakthrough. I think your point is well taken. 

Representative Horirretp. There has been a great deal of com- 
plaint about it, but as a matter of fact, there has been no opportunity 
to use it, because there has been no quantum breakthrough which 
could come into the class of being considered of primary importance 
to effectuate the development of the art or of primary importance in 
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the production or utilization of this energy. This ‘s a reserve power 
to prevent monopolistic domination, you might se... of a new industry, 
whose development is based upon expenditures uf public money. 1 
think this is also an additional reason, is it not, Mr. Boskey ? 

Mr. Boskry. I think so, Mr. Holifield. I might say that in this 
connection the thermonuclear field lies ahead of us, and not behind 
us. Fusion today is where nuclear energy may have been 15 to 20 
years ago. Particularly in that field it seems to me very important 
to have these reserve powers in the Commission. 

Representative Bares. We know that many companies historically 
have taken many research and development contracts, at a loss, and 
particularly because of renegotiation clauses. All of the contracts 
of the company are averaged out for the year concerned without 
particular reference to a specific contract. That would be quite an 
advantage to a company if they learned all this basic information 
and trained their people. It would be the next step that they had 
in mind. 

Mr. Bosxry. That is one of the main things that Congress had in 
mind in connection with this legislation. 

Representative Hoxirreip. In your opinion this covers the thermo- 
nuclear field as well as the nuclear field ? 

Mr. Bosker. I think there is no question about it. I heard the 
question you addressed yesterday to the representatives of the Com- 
mission. I think that the answer they gave was clear and correct, 
that the definition clearly covers the thermonuclear field. 

Representative Horirierp. In that field there is the possibility of 
a quantum jump in the conversion of nuclear fission directly to elec- 
tric energy, so we have been told, without going through all the heat 
transference and boilers that we have to go through at the present 
time. 

Mr. Bosker. We certainly all would have those hopes. 

Representative Hottrretp. Will you proceed, please ? 

Mr. Bosxry. I now move on to discuss very briefly section 158 of 
the act, which deals with monopolistic practices. 

In one of its recommendations, the Atomic Energy Commission 
recommends that section 158, relating to “Monopolistic Use of 
Patents,” should be deleted. The reason for this recommendation 
appears to be the feeling that section 158 is superfluous since, wholly 
apart from section 158, Federal courts in antitrust cases have ample 
power to decree compulsory licensing as a remedy for the patent 
owner’s abuses of the patent. 

I urge that the committee should not delete this section from the 
act. 

I do not disagree with the Commission’s statement that the courts 
have such a power wholly apart from section 158. But it seems to 
me a salutary thing to keep in the Atomic Energy Act itself this 
specific reminder of the consequences of monopolistic use of patents 
in this area. In statutes it is not always an advantage to reduce the 
language to the barest minimum. The problem of monopoly in the 
field of atomic energy is a problem in which the Congress has already 
expressed some interest in other portions of the act. An affirmative 
and express reminder in the patent provisions seems to me helpful 
in keeping a proper balance in the statute as a whole. 
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Representative Horirretp. I am glad to see this part of your state- 
ment brought out, because in addition to the reasoning which you 
present, I have the feeling that in the interpretation of the intent of 
Congress the courts quite frequently have held that Congress does not 
act idly in the deletion of certain language from an act. While as the 
Commission has said, there may be other language that would cover 
this field, I would be hesitant to remove this language, i in view of the 
fact that some court might say at some time the Congress deleted 
language which they had put into the act heretofore, and they must 
have had a reason for so doing, and that reason might be applied 
narrowly by some court to have a significance which we might not 
intend that it should have. 

Mr. Bosxey. Mr. Holifield, that always is the problem when lan- 
guage which has been put into a statute is removed from it. I think 
if you did remove it , you would want to take the most elaborate pre- 

cautions in your report to explain you were removing it only because 
it was superfluous and not because you were changing the policy. I 
don’t think it ought to be removed. I think it is a good place to have 
such a reminder. 

[ think this bill and this part of the statute is a good place to keep 
it. A small textual objection has been voiced to the present form of 
section 158. It has been said that in antitrust cases the courts fre- 
quently decree that licenses shall be granted on a royalty free basis, 
whereas section 158 seems to suggest that there must be a reasonable 
rovalty basis. 

Representative Hortrretp. I would like to have you consider the 
exact language of section 158. 


Such licensee shall pay a reasonable royalty as determined in accordance with 
section 157 to the owner of the patent. 
Unless the language is contained in section 157 that you refer to that 


in addition to any other lawful sanction, where is that language 
found? That is found in section 158. 


In the judgment of the court, in its discretion, and in addition to any other 
lawful sanctions, a requirement that such patent * * * which demonstrates a 


need therefor. 

It would seem to me that this being in a different sentence, it would 
not modify the mandatory provision that is in the last sentence. 

Mr. Boskey. Let me try to put in simple language what I think is 
the argument that was m: ade by the Commission on this point. I think 
the Commission said, for 25 years in antitrust cases, if a Federal court 
felt that the abuses of the patent were bad enough, when it got to en- 
tering its decree, it would enter a decree that the patents involved in 
the case should be opened up to people on a royalty free basis. Let me 
emphasize this is not always done in antitrust cases. Frequently the 
court will decree that the patent be opened up on a reasonable royalty 
basis. But in particularly flagrant abuse cases, the court will decree 
that the patent owner open the. patent up ona royalty free basis. 

As I understand what the argument is here, it is that there is an 
intimation here that the patent, if it is opened up to others because 
of a violation of the antitrust laws, should only be opened up on a 
royalty basis. In other words, that outsiders or third parties would 


always have to pay, even though the conduct of the patent owner has 
been very abusive. 
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I say on that point that I have never felt that there was much to 
the argument, just as a textual matter. I always have felt that since 
section 158 states very clearly that this remedy is in addition to any 
other lawful sanctions, therefore it is apparent that Congress, when it 

assed this 1954 statute, never had any intention here of taking away 
taek the Federal courts the preexisting power of those courts to de- 
cree that the licenses should be issued on a royalty free basis if under 
all the circumstances the court thought that was appropriate. I can’t 
imagine that there was any such intention on the part of the Congress 
in 1954 to invade this preexisting well-established and well-recog- 
nized power of the Federal courts. So to me it has never seemed that 
there is any such textual problem. 

I think section 158 still leaves it to the court to enter in its decree 
a judgment that the patent shall be opened up on a royalty free basis 
if that is a sanction which the court deems to be lawful and proper in 
the premises. But I say if anybody really feels there is an ambiguity 
here, a phrase or a half sentence could be added to section 158 that 
made it superabundantly clear there was no intention to take from 
the courts their power to open the patents up on a royalty free basis, 
if necessary. 

Mr. Toit. Wouldn’t it actually be simpler just to delete the last 
sentence ? 

Mr. Bosxey. I think originally perhaps the last sentence was put 
in to assure that unless it was a case where the court felt it ought to 
be on a royalty free basis, the Commission would have to allow a 
royalty. In other words, if the case came to the Commission’s board 
without an order of the court saying it was on a royalty free basis, 
then the Board would have to allow a reasonable royalty. To me that 
sounds fair and just. If the court has not found that there ought to 
be a taking away of the right of a royalty, I don’t think the Com- 
mission should be allowed to make that judgment or finding. I don’t 
think it ought to be left to the discretion of the Commission. The 
Commission ought to be obliged to allow a reasonable royalty unless 
the court in its decree and in its findings has done something which 
cuts off that right. I feel that is a judicial matter. I don’t think it 
is a matter that ought to be lodged in the Commission for an inde- 
pendent determination. It is the court that ought to decide that, 
and it ought to be clear that if the court has not decided that, then 
the patent owner does get his reasonable royalty. 

Representative Hottrrecp. Would the witness submit language 
which would, in his opinion, clarify that ? 

Mr. Bosker. I would be glad to do that within the next few days. 

Representative Bares. Does the word “reasonable” take care of the 
point you are making ? 

Mr. Bosxkey. It certainly takes care of it insofar as it defines for 
the Commission the nature of the royalty. That needs no clarification. 
The point that conceivably would be helped by clarification is to make 
it doubly clear that this does not interfere with the power of the court 
to decree that the patent shall be opened up on a royalty-free basis. 

Representative Hottrtetp. As a matter of fact, legal history would 
show that where a patent owner had abused excessively, you might 
say, his patent rights in a monopolistic manner, that the court as a 
punishment has decreed that they shall make those patent rights avail- 
able to others on a free basis. 
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Mr. Bosker. It does it partly as a punishment, Mr. Holifield, but 
also partly as an equitable remedy designed to overcome the effects of 
the violation of the antitrust laws and restore the industry to a situa- 
tion where those effects will be wiped out. It is not solely for punitive 
purposes. 

Representative Horirtevp. This is the point that is involved in the 
Commission’s criticism of this part of it, and it seems to me that while 
you do not seem to have the doubt of the meaning of the language, 
I think the congressional intent would be to follow the normal prac- 
tices of a court in this regard. 

Mr. Bosxey. I am sure of that. This could be slightly clarified, 
and I would be glad to make a suggestion. 

Representative Hoxtirterp. Unless decreed otherwise by a court of 
competent jurisdiction. 

Mr. Bosker. Something like that. 

Representative Bares. The point of my inquiry a moment ago on 
the word “reasonable” was—cannot a reasonable fee be designated as 
zero under certain circumstances ? 

Mr. Bosxey. I would think not, Mr. Bates. I would think it is 
what is reasonable in the light of industrial practices, and if he is not 
to get it, it must be for some other reason, namely, the decree of the 
court that that is a proper remedy to give to other parties under the 
antitrust laws, and not because the Commission in its judgment has 
made some independent decision. 

Representatives Barres. I am referring to the court. 

Mr. Bosker. Normally, as I understand the court’s practice, the 
decree either will provide for a reasonable royalty when it opens up 
the patent, which is just the word we have here, or else it will say on 
au royalty free basis, one or the other. In other words, the word “rea- 
sonable” has a definite content in our experience. A reasonable 
royalty, as I said before, is one the courts are accustomed to ascertain. 

Representative Barres. It would have to go by usage. 

Mr. Bosker. That is right. Reasonable is a good word in this 
context to apply where it ought to apply. I don’t think “reasonable” 
ever would be zero. If the royalty should be zero, it is because, for 
reasons other than the amount of the royalty that is fair, for reasons 
other than those reasons, the man should not be able to collect royalty. 
That is for the court to decide. 

Let me move for a moment now tosection 152. 

Representative Horirrmeip. We are getting a little behind in our 
schedule, so perhaps we can move along. 

Mr. Bosxey. I will be glad to. Iam glad to respond to the ques- 
tions because sometimes the questions bring out points that may be 
points of interest and difficulty. 

As to section 152, you have heard a lot about that in the past 5 
years. Some of the most vexing practical operating problems relat- 
ing to patents in the field of atomic energy have arisen by virtue of the 
provisions of section 152 of the 1954 act. These provisions were some- 
what hastily drafted at a late date in the history of the 1954 legislation. 
Their text did not have the full benefit of the informed criticism and 
analysis which might otherwise have been made, and actually the 
provisions have on their face a breadth which probably was never 
intended. 

41437—59——12 
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The Atomic Energy Commission’s recommendations would make 
some substantial amendments in section 152, designed to give very 
real relief from the unwarranted and unnecessary breadth of some of 
these provisions. Before discussing this in detail, however, let me 
mention a general point. 

It seems to me doubtful whether there is any real need at all for 
section 152. The interests of the Government which section 152 is 
intended to protect are interests which the Commission ought to be 
able to protect adequately under the administrative provisions of 
its contracts, and entirely in the absence of any section 152. In fact, 
during the long period prior to the enactment of section 152, my un- 
derstanding is that the Commission was able to do just that. I never 
heard of any case originating in that period where a private party, by 
mistake or otherwise, ended up owning a patent in the field of atomic 
energy which really belonged to the Commission under the terms of 
some contract, subcontract or arrangement. 

I assume that if section 152 is to stay in the act it will be modified 
more or less along the lines recommended by the Commission. Its 
purpose and effect would then seem to be to erect a rather elaborate 
and cumbersome superstructure on the administration of atomic 
energy patent applications, this superstructure being designed to 
prevent someone by human error from ending up with a patent to 
which he might not be entitled under the terms of the contract, sub- 
contract or arrangement with the Commission. I suggest the risk 
of this happening may really be so small as to be negligible. I suggest 
also that the special machinery set up by section 152 is time consuming 
and costly both to the Government and to the person who has filed the 
patent application. 

It may be that the Joint Committee will feel additional experience 
should be accumulated over another few years before any decision is 
reached to whether section 152 can safely be eliminated from the 
statute. In that event, it seems to me that the changes now recom- 
mended by the Commission in the text of section 152 are, in general, 
along sensible lines. There are, however, several textual matters 
which I would raise here. 

Although the Commission’s purpose is to limit the unnecessary and 
undesirable breadth of section 152, its amendments would introduce 
one new concept which might have exactly the opposite effect. The 
Commission is now pr oposing to include, for the first time, within 
the reach of section 152 any contract, subcontract, or arrangement 
entered into not merely “with” but also “for the benefit of” the Com- 
mission. This phrase, “for the benefit of,” seems to me far from 
clear. It may create many of the unfortunate types of problems 
which the deletion of the phrase “other relationship” is intended to 
get rid of. Accordingly, it is suggested that, unless there is forth- 
coming some explanation of this new phrase, “for the benefit of,” 
which shows clearly that its scope will be properly confined, it would 
be better not to introduce it into the statute. 

Representative Houtrrerp. I would like to do something unusual 
here, and call Mr. Anderson of the AEC to the witness chair for com- 
ment on this part of your testimony, Mr. Broskey. If we eliminate 
the words “or other relationship with the Commission” as suggested 
by the Commission, we certainly would not want to put that same 
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ambiguity back in and I ask you, Mr. Anderson, to comment on that 
at this point. 

Mr. Rotanp AnverRson. The suggestion for including “for the bene- 
fit of” was with the thought that the Commission does not enter into 
subcontracts. Subcontracts are negotiated by prime contractors. 
Therefore, if the prime contractor enters into a contract with a sub- 
contractor, the question would be, what was the meaning of the word 

“subcontract ?” Therefore, when you say “for the benefit of,” the 
prime contractor enters into a subcontract for the benefit of the 
Commission. 

Representative Hoxirretp. Would this have the specific meaning of 
those words in the intent of the Commission ? 

Mr. Rotanp Anpverson. It was our intent to so limit those words. 

Representative Hotirretp. Would there be any other meaning that 
might attach to those words, other than the meaning that you have 
expressed ? 

Mr. Rotanp Anverson. Only in the context of where an arrange- 
ment might be entered into for the benefit of the Commission, sim- 
ilarly, not by direct negotiation, but through a prime contractor. 

Representative Ho.irrecp. Would you care to coment, Mr. Boskey ? 
I don’t seek to have a controversy, but I wish it for the benefit of the 
committee. 

Mr. Bosxery. I would never find myself engaged in a controversy 
with Mr. Anderson, even where I disagreed with him. I think with 
that explanation, it is clear that the Commission has a fairly limited 
purpose in putting in the words “for the benefit of.” One of the 
troubles is that phrases in statutes sometimes tend to have a life of 
their own after you get them into the statute. There is a difference of 
opinion as to what they mean. Actually if they said any contract, 
subcontract, or arrangement of the Commission, instead of with the 
Commission, it would probably cover all the cases that Mr. Anderson 
has in mind, and would be grammatically and semantically accurate, 
and would eliminate the possibility that somebody might take this 
phrase “for the benefit of” and 3 years from now start extending it to 
very distant kinds of cases not in anyone’s contemplation. 

One thing that troubles me here is that there is a rather elaborate 
law about third party beneficiary contracts that has been built up 
over the last 50 years. Frequently, in a loose kind of way, contracts 
are said to be for the benefit of people who have never heard of them, 

‘ho have no direct interest in them until they don’t get some indirect 
benefit that maybe was going to be conferred on them. Apparently 
that is not what Mr. Anderson is talking about here. I would like 
to be awful careful about it, and I would } hope that we could elimi- 
nate this particular problem before it arises. 

I think substantively there is no difference between Mr. Anderson 
and myself on this point. It is a matter of language and I do suggest 
that simple word “of” would be better than “with” or “for the 
benefit of.” 

Representative Horirrerp. The Chairman will ask Mr. Anderson, 
representing the Commission, to consider the suggestion that has 
been made, and if in his opinion there seems to be merit to the sug- 
gestion to confer with the staff later on this particular ianguage. 

Mr. Rotanp Anperson. We would be pleased to do so. 
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Mr. Bosker. A minor textual point arises here in connection with 
the Commission’s recommendation that the last sentence in the first 
paragraph of section 152 be amended by deleting the word “forth- 
with” and substituting “as soon as the application is otherwise in 
condition for allowance.” This change has to do with the time et 
which the Commissioner of Patents forwards to the Commission the 
section 152 statement which he has received from the patent applicant. 

This change would appear to justify the Commissioner of Patents 
in holding up the forwarding of the statement to the Commission 
until the application is otherwise in condition for allowance, even 
though the Commissioner of Patents may have received the state- 
ment from the applicant at the very time that the patent application 
was filed. 

I don’t see any reason why there should be built into the statute 
some encouragement of this sort for what may turn out to be a need- 
less delay of 4 or 5 years in simply transmitting to the Commission 
the section 152 statement filed with the Patent Office. It seems to 
me if the word “forthwith” is not satisfactory, which is the word 
now in the statute, it would be better simply to delete and make no 
substitution and rely on the Commissioner of Patents to be reasonably 
efficient in sending the things reasonably promptly instead of telling 
him to wait until the application is in a condition for allowance. 

Representative Hoxirretp. In the testimony given by Mr. Watson, 
we went into the time lag period which was involved, and it did seem 
to the Chair that it was an undue time lag to the claimed lack of 
experienced people in the Patent Office to process applications. It 
would seem to me that leaving the word “forthwith” in and not 
accepting the Commission’s recommendation would expedite the for- 
warding of patent applications to the Commission. If the Commis- 
sion has other problems in mind than expediting the work of the 
Patent Office, we would like to hear from you, Mr. Anderson, at 
this time. 

Mr. Rotanp Anverson. I think our reason for making the original 
recommendation, sir, was that the next paragraph requires the Com- 
mission to file a directive within 90 days. Oftentimes if the applica- 
tion is filed that only means that the man is claiming what he appears 
to say constitutes his invention. It would appear that for us to have to 
file a directive within 90 days and start the process of going through 
either the Board of Interference examiners or the courts, to have a 
contested proceeding on subject matter which has not yet been defined 
as to what is the invention, is a sort of futile effort and it would be 
preferable to wait until the Patent Office has said, “We think this 
man has invented A, B, and C,” and then we get the statement and 
have 90 days. Up until that time, there is not any subject matter 
which the Patent Office has passed upon that he is entitled to. 

Representative Hoxrrrecp. In other words, this would eliminate 
from the burden of work in your office all of those applications which 
would not be deemed worthy of allowance. 

Mr. Rotanp Anperson. That is correct. 

Representative Horirretp. You would only get for your considera- 
tion the patent applications which were deemed to be worthy of a 
patent issue. 

Mr. Rotanp Anverson. That is correct. 
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Representative Hoxrrretp. Can you give me some idea of the bur- 
den of applications numerically to the patents issued in the atomic 
energy field? How many are rejected out of every 10, for instance? 

Mr. Rotanp Anverson. I think the statement and the figures of the 
Patent Office on that are set forth in the committee print at page 46. I 
am sorry. It is page 50. It shows that in 1950, for example, 68 appli- 
cations are still pending, and 57 have been abandoned out of 207, which 
is approximately 25 percent that have been abandoned. How many 
of the other 69 will be allowed is still questionable. I think the work- 
load would be rather tremendous so far as the Commission is concerned, 
because at the rate of the filings that are being made by private 
parties, it appears to be an ever-increasing scale, set forth in Patent 
Office figures on page 46 for the year 1957, 719 were private. If every 
one of those 719 applicants filed his statement with the Commissioner 
of Patents at the time of filing, and the Commissioner of Patents forth- 
with sent them over to.us, we would have a tremendous load. I think 
it depends upon whether or not the applicant filed his affidavit at the 
time of filing the application or whether he waits until the Patent 
Office requests it. 1 think at the present time, from the knowledge I 
have gained from the Patent Office, it appears that most of the 
applicants wait until the Patent Office requests the affidavit. This 
has certain advantages, but if the applicant did file, it would create 
quite a tremendous burden. 

Mr. Bosker. Mr. Holifield, I think that there are very strong and 
persuasive reasons not to accept the Commission’s recommendation 
on this point, and I would like to take just a moment to state them. 
As Mr. Anderson has just said, under the statute, section 152 gives the 
patent applicant who files with the Patent Office an option. He may 
file his statement at the beginning when he files his patent applica- 
tion, or he may wait until 4 or 5 years later when he gets a notice from 
the Commissioner of Patents telling him that it is now time for him to 
file, after the patent has been processed. As Mr. Anderson has also 
said, most applicants, the practice has shown, wait until theend. They 
are satisfied to wait. I want to put to you and the members of the 
committee the case which is comparatively rare, but nevertheless 
important from a business or industrial standpoint, of the applicant 
who wants to get a pretty speedy determination of whether this in- 
vention belongs to him or not. Many things may turn on that. If it 
belongs to him, as he thinks it does, then he may be prepared to invest 
ten or fifteen thousand dollars in getting foreign patents. He may be 
prepared to invest money in promotion of the invention. He may be 
prepared to do all sorts of things which, if it was going to turn out in 
a section 152 proceeding that contrary to his belief the invention 
belongs to the Ciovvensiials he would not put a nickel in. If in such 
a case he is advised or he feels that he wants to get his determination 
at the beginning, I think that it really is not fair to him to make him 
wait 4 or 5 years. I think he ought to be able to precipitate this owner- 
ship controversy at the beginning, if in fact he wants to, and there 
are good business reasons to do it. 

Representative Hottrretp. Would the Commission be in a position, 
however, to claim the patent before the Patent Office made the deter- 
mination that it was a patentable application ? 
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Mr. Boskry. The Commission can make its judgment from the 
claims stated in the patent application which normally, it is true, will 
be broader than any ultimate patent issued. That may put the Com- 
mission in a position where it feels it has a claim of ownership which 
it would not have later on if the patent application were narrowed 
down into its final form. But if the man who has made the invention 

wants to take that risk on himself, it seems to me he is entitled to do it, 
and he is entitled to get a determination this year, and not 5 years 
from now, as to who owns this invention. He can make his foreign 
filings within the 1-year period permitted by the international con- 
vention so he can negotiate with people in other countries to put money 
into it, if he owns it. 

What this is doing, I think, is offering a great discouragement to 
people who in good faith think they have made an invention with 
their own money and that they own it, but for some reason they are 
in a controversy with the Commission about this matter. They should 
not have to wait 5 years to get this controversy started for adjudication. 
They ought to be able to cet the adjudication early. That means Mr. 
Anderson’s office occasionally may have a little extra workload. It 
seems to me that is the least that the Government of the United States 
can do in this area, where it is imposing on the patent system what 
I call an elaborate cumbersome and costly superstructure. 

Representative Hotrrretp. In other words, your position is that the 
additional workload which might be involved in the present arrange- 
ment is in the public interest. 

Mr. Boskey. I certainly think it is. Actually I don’t think it will 
be much of a workload because I think it will continue to be true in 


the future, as it has been to date, that most patent applicants wait until 


the patent application is in a condition of allowance before they 
wae this section 152 statement. 


I think there is an obligation to take care of the man who does not 
want to wait, who has some real practical business decisions to make 
now and not 5 years from now. 

Representative Horirretp. We have had testimony already that in 
the case of the desire of an applicant for expedition that could be 
arranged and had been arranged. I think, Mr. Anderson, you might 

want to elaborate somewhat on what your practice has been in the 
past, or any rebuttal that you wish to make. 

Mr. Anperson. No; I think Mr. Boskey has made his point. How- 
ever, I think so far as the Commission is concerned, if we are given 
adequate staff we can do the work. But I still seriously question this. 
The man, as Mr. Boskey points out, claims as broad as the world, 
everything disclosed in this application. On that kind of basis it is 
very difficult to reach a reasonable conclusion either before a com- 
mission or before a court that it would not possibly be under the con- 
tract. As Mr. Boskey points out, when you get to the final analysis of 
what the man claims and what is "ranted by ‘the Patent Office to be his 
invention, the latter may be outside of the scope of the contract. I 
think this is the serious question I raise. Whether or not a reasonable 
body of people can reach a reasonable determination under circum- 
stances where a man has claimed everything in his application initially. 

I think also there may be some question as to whether or not the 
Patent Office before the Board of Interferences could determine the 
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question of priority on subject matter of this nature before they have 
allowed some claim. I don’t know whether or not their procedure 
permits of this. It be: be modified, I am sure, if it does not permit 
of this kind of action before the allowance of a claim. 

Representative Hortrterp. Thank you very much. 

Representative Bares. I thought that was a minor point, Mr. Chair- 
man. 

Mr. Boskey. It turned out to have some real substantive meaning for 
certain types of cases. Now, if I might, I would like to go on and say 
a word about the foreign problems. 

During the past 2 years there has been much discussion, within in- 
dustry and Government alike, of the numerous problems arising in 
connection with foreign patents on atomic energy inventions. Vol- 
ume 2 of the Selected Materials on Atomic Ener gy Patents, which the 
Joint Committee has just published, is devoted entirely to these prob- 
lems. 

Some of these problems are undeniably difficult, complex, and in- 
deed perplexing. This is true for a number of reasons which are 
touched upon in the data already before the Joint Committee. 

My own view as to these problems is that attempts at legislative 
solutions are not likely to prove very helpful. There are no specific 
legislative provisions which I would be prepared to recommend to the 
Joint Committee at this time as furthering the public interest in an 
equitable solution of these difficult problems. 

This does not mean for a moment that I think the Joint Committee 
should lose interest in the problems or in the solutions that mav be 
proposed. Some of the difficulties I think could be minimized if the 
Commission would show a little more flexibility in the administration 
of its contracts and a little more willingness to make determinations 
of rights at an earlier date. 

In connection with the existing Euratom legislation, however, there 
does seem to me to be one patent matter clearly calling for legislative 
clarification. The Joint Committee will recall that in section 4 of 
the Euratom Cooperation Act of 1958 there are detailed provisions 
governing fuel fabricating and fuel life guarantees. The statute 
specifies that in enter ing into such guarantee contracts the Commission 


shall be guided by five specified pr rinciples, the fifth and last of which 
is as follows: 


(e) The Commission shall obtain a royalty-free, nonexclusive, irrevocable li- 
cense for governmental purposes to any patents on inventions or discoveries made 
or conceived by the manufacturer in the course of development or fabrication of 
fuel elements during the period covered by the Commission’s guarantee. 

I feel reasonably sure that it was never the intention of the Joint 
Committee or of the Congress that in this connection the Commission 
should be required to obtain a royalty-free license from the manu- 
facturer on all patents the manufacturer might obtain in the entire 
fuel element field during the 10-eyar period of the guarantee, regard- 
less of whether the patents might cover inventions on fuel elements 
of an entirely different type from those involved in the guarantee con- 
tract. It seems to me it would be desirable from everyone’s stand- 
point to have a clarifying amendment here which would restrict the 
scope of this provision to what was actually intended. 
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Representative Hottrretp. I could not speak for all members of the 
committee on this particular point, but it would be my opinion that 
the committee’s thinking on this was confined to the particular fuel 
elements used in the particular type of reactor, and not to other types 
of fuel elements which might be developed by the manufacturer com- 
pletely extraneous to the Euratom contract. 

Mr. Bosxey. I felt sure of that, Mr. Holifield, because the Joint 
Committee wanted to get a reasonable quid pro quo from the con- 
tractor in connection with the guarantee contract, and the reasonable 
quid pro quo would not go nearly as far as a loose reading of this 
language would suggest. 

Representative Hottrretp. I understand from the staff that there 
has been some consideration given to this and that there may be in 
preparation now an amendment to take care of this point. 

(The information referred to follows :) 


U.S. Atomic ENErRGy CoMMISSION, 
Washington, D.C., May 2, 1959. 
Hon, CLinton P. ANDERSON, 
Chairman, Joint Committee on Atomic Energy, 
Washington, D.C. 


Dear SENATOR ANDERSON: There is transmitted herewith a Commission pro- 
posal in the form of a draft bill which would amend section 4 of the Euratom 
Cooperation Act of 1958 (Public Law 85-846) in several particulars. The pro- 
posed legislation, which has been submitted to the President of the Senate, and 
the Speaker of the House of Representatives today, is attached as appendix A 
to this letter. 

Section 4 of the mentioned act, which pertains to the fuel cycle guarantee 
portion of the Euratom program, includes principles to guide the Commission in 
selection of projects. Subsection (c) provides that the Commission shall estab- 
lish and publish minimum levels of fuel element cost and life to be guaranteed 
by the manufacturer as a basis for inviting and evaluating proposals. 

The objective of subsection (c) was to assure that both industry and the 
Government would share the burden of fuel cycle guarantees, that private man- 
ufacturers would have to provide a certain level of guarantees on their own 
before the projects involved could qualify for the supplementary guarantees 
offered by the AEC, and that the liability of the Government would be limited to 
a reasonable amount. 

The committee report on the Euratom Cooperation Act (S. Rept. 2370, 85th 
Cong., 2d sess.) makes it clear that it was intended that the AEC would publish 
standards as to the maximum fuel element costs and minimum fuel performance 
(or life) that private manufacturers would have to meet in order to qualify for 
the supplementary guarantees offered by the AEC under the program. Subsec- 
tion (c) is misleading, however, in that it indicates that the Commission will 
publish minimum, rather than maximum, fuel element costs to be guaranteed by 
manufacturers. In addition, and more importantly, the language now in the 
law might be interpreted as requiring the AEC to publish specific numerical 
values for fuel element performance and accompanying fabrication costs which 
manufacturers would have to meet for each type of fuel element considered for 
an AEC guarantee. 

We believe that, because of the variation in type and extent of the guarantee 
which may be offered by private manufacturers, establishment of such specific 
numerical values is neither practicable nor equitable, nor would it meet the 
objectives of the Congress to encourage the joint reactor program at minimum 
cost to the United States. The Commission has established instead a flexible 
formula which, in effect, permits each manufacturer to calculate, on the basis 
of his particular element and reactor design, the guarantees which he must offer. 
This system, employing the principle of pro rata distribution of the maximum 
contingent liability ($90 million), limits each manufacturer to a proportionate 
share of the $90 million based on the ratio of the reactor net electrical output to 
the 1,000 megawatt goal of the joint program, and the ratio of the commercial 
guaranteed core life to the 10-year period of the program. The proposed amend- 
ment will eliminate possible confusion emitting from the phrase “minimum levels 
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of fuel element cost,” and will remove any implication that the Commission is 
obliged to publish specific numerical values. It will also permit an equitable 
distribution of the protection under the guarantee program among various 
manufacturers. Furthermore, we believe it is consistent with the congressional 
objectives regarding the program. 

Subsection (e) of section 4 of the Euratom Cooperation Act states: 

“(e) The Commission shall obtain a royalty-free, nonexclusive, irrevocable 
license for governmental purposes to any patents on inventions or discoveries 
made or conceived by the manufacturer in the course of development or fabrica- 
tion of fuel elements during the period covered by the Commission’s guarantee.” 

It has been noted that the wording of subsection 4(e) of the act may oblige 
the AEC to obtain a license to use any patent or inventions or discoveries 
conceived by the fuel fabricator during the period of the Commission’s guarantee 
even though the invention related to fuel elements not covered by the Commis- 
sion’s guarantee. This language, which has been severely criticized by industry, 
permits a broader interpretation than we believe was intended by the Congress. 
Accordingly, the proposed amendment will relate the patent rights to be 
received by the Government to the particular fuel elements covered by the 
AEC guarantees. We feel that limiting AEC license rights to fuel elements 
covered by our guarantees is reasonable and will be beneficial to the Euratom 
program in that it will encourage more companies to participate. 

The Buerau of the Budget has advised that it has no objection to our sub- 
mission of these proposals. 

We shall be happy to discuss these matters with the Joint Committee at your 
earliest convenience. 

Sincerely yours, 
JoHN A. McCong, Chairman, 

Enclosure : Appendix A. 

APPENDIX A 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That subsection (c) of section 4 of 
the Euratom Cooperation Act of 1958 is amended to read as follows: 

“(e) The Commission shall establish and publish criteria for computing the 
maximum fuel element charge and minimum fuel element life to be guaranteed by 
the manufacturer, as a basis for inviting and evaluating proposals.” 

Sec. 2. Subsection (e) of section 4 of the Euratom Cooperation Act of 
1958 is amended to read as follows: 

“(e) The Commission shall receive a royalty-free, nonexclusive, irrevocable 
license for governmental purposes to any patents on inventions or discoveries made 
or conceived by the manufacturer during the period of the Commission’s 
guarantee in the course of development or fabrication of fuel elements covered 
by the Commission’s guarantee.” 


Mr. Bosxry. I had just two other perhaps minor questions I 
wanted to raise. 

Mr. Tout. Mr. Boskey, before you leave the foreign rights, if you 
have volume 2 of the committee print with you, will you turn to page 
233% You will find some kind of language in footnote 3 which 
Chauncey Starr suggested to the committee as an amendment: 

Notwithstanding anything in this chapter whenever the invention or discovery 
is conceived * * * with the Commission to which the Commission has not waived 
its claim, the maker of such invention or discovery or its successors or assigns 
may file a patent application thereon in any country outside the United States, 
subject to security provisions and regulations. It shall retain the-entire right, 
title, and interest in any resulting patent application or patent, provided that 
the United States shall be granted for governmental purposes a nonexclusive 
irrevocable royalty-free license under any such patent application or patent. 

Would you comment on that language? 

Mr. Bosxry. This was one of the proposals or suggestions I had in 
mind when I said there was not any provision which I felt I could 
recommend to the committee as being in the public interest which 
would really help out these problems. I understand some of the 
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problems which Dr. Starr is trying to deal with in making this sug- 
gestion. I think the remedy he proposes would be far too sweeping 
to be something that I would feel I could endorse as being in the pub- 
lic interest. For example, take the case of a large project financed 
wholly at Government expense. Perhaps the Government has put $20 
million into the project and under the contract no money has been 
put into it by the contractor. In those circumstances, as I understand 
this suggested language, if an important invention was developed dur- 
ing the course of the contract and the Commission did not waive its 
rights to that invention, as probably it would not, nevertheless the full 
foreign title and rights to the invention would go to the contractor 
subject only to the governmental license in the United States for gov- 
ernmental purposes. What would be the consequences? It would 
mean, for one thing, that that contractor, if he so chose, would have a 
right absolutely to exclude other American firms from the market in 
the particular foreign country in which that contractor decided to 
take out a patent at its own expense. Suppose, just for purposes of 
illustration, the contractor took out a patent in his own name under 
this clause in Belgium. Other American firms which, like you and 
me, are taxpayers, and whose tax money had been used for the devel- 
opment of this invention, would find under this language that they 
might be subject to total exclusion from the market in Belgium in the 
use of that invention. I could not recommend that kind of a provision 
in that sweeping language to this committee. 

Mr. Tort. What would you think of a provision that would re- 
quire license royalty free to other American companies who had con- 
tributed to these cash dollars but he could charge royalties to foreign 
or non-American companies ? 

Mr. Bosxry. I would certainly say that is a far less sweeping pro- 
vision. Again, it gets into some very difficult and delicate questions 
of the foreign policy of the United States, and I am not sure that it is 
a solution that would be applicable properly to a large part of the 
cases expected to arise. The United States has made many commit- 
ments, as I understand it, to foreign countries, to share the technology. 
The technology we are talking about sharing is I suppose primarily 
the technology developed at Government expense in the United States 
with public funds. The extent to which we should then add onto that 
an exclusionary feature or even a royalty charge to allow Belgian 
companies or the Belgian Government to use that technology I think 
isa rather difficult question. 

Mr. Toru. It is only to that extent that it would be consistent with 
a normal pattern of other countries. For example, Great Britain, I 
believe, if you had a Government sponsored invention, and the United 
Kingdom took out a patent in Belgium, I believe an American firm 
would be required to pay royalties to the United Kingdom Govern- 
ment or to the United Kingdom firm who was the patent owner. Is 
that correct ? 

Mr. Boskry. My understanding is that the British have such a 
policy in general, but I point out that at least they apply it in a 
nondiscriminatory manner, that is, British and American and other 
corporations alike pay them the royalty. What would be proposed 
under the suggestion which we are now discussing is that in fact there 
be a very direct discrimination as between the Belgian firm and the 
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American firm. The American firm would then be treated better in 
Belgium on this patent than the Belgian firm would be treated. 

1 wonder whether, taking a long look at the history of our foreign 
relations, it would be a very good policy for the United States to 
inject this kind of discriminatory treatment? At least I feel one 
would want to be very careful not to do it on an overall basis. There 
may be situations where it is justified but there are many nonpatent 
considerations that enter into it, particularly with a country like 
Belgium, with whom over a long period of time we have been jointly 
engaged in some very important aspects of the atomic energy pro- 
gram. I have only used Belgium as an illustration. There are many 
others. The problems differ because the patent systems in each of 
these countries are somewhat different. 

Mr. Toit. We could do many other things to demonstrate our 
friendship and good will and close feeling toward the Belgians. We 
could point out to them that this is our normal patent law, slightly 
modified, but normal to the extent that persons who do not own or 
have contributed to the making of the invention, either through tax 
dollars or their own inventive nature, have to pay royalties for the 
use of the invention. 

Mr. Boskry. One of the troubles is that there is nothing very nor- 
mal about discrimination. This country has treaties of friendship, 
navigation, and commerce with a great many countries. If there 
is one single theme that runs through all those treaties, and has over 
the last hundred years, it is the idea ¢ of nondiscrimination. Nationals 
of the other countries will be treated on an equal basis with nationals 
of our country. That is not a one-sided proposition. It is going to 
be true in the treatment which they accord our nationals just as it 
has to be true in the treatment we accord their nationals. I say to 
you, I think you should be very slow to undercut these basic funda- 
mental aspects of foreign policy and very slow to require anyone to 
put into effect a policy which would run so counter to the things that 
I think this Government has said it believes in over many, many 
years. 

In the large aspects of our foreign policy, nondiscrimination is 
really a very, very important matter. To depart from that for some 
small reason or in some small field will often have repercussions far 
beyond what anyone has imagined which will in the long run be un- 
favorable to the interests of the United States. 

I had two very small additional points on the AEC recommenda- 
tions which I wanted to mention. 

First I want to say a word on the proposed changes in the reporting 
provisions in section 151(¢), On this, back in 1954, I urged the Joint 
Committee to give a more reasonable time for reporting inventions. 
The 1954 statute extended the period from 60 to 90 days. That was 
a good thing and the Commission now comes forward and say that 
actually a more reasonable period would be 180 days. Iagree. Iam 
not 100 percent sure that you need a reporting provision, ‘Dut I think 
we need more time to see whether it is needed or should be eliminated. 
For the time being I would keep it in the act but I support the Com- 
mission’s recommendation that the period be extended. There is one 
little textual problem that bothers me. The Commission wants to 
clean up the text because there is a certain amount of overlapping in 
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section 151(c). But I think it is now proposing to take out a little 
too much. As the text now stands it allows you to make your re- 
porting on the 90th day either after the completion of the invention 
or the 90th day after you first discover or first have reason to believe 
that the invention or discovery is useful in the atomic energy field. 

You can do it on the later of the two dates. The Commission would 
take out one of those contingencies. It would take out all reference 
to the completion of the invention. 

I suggest to you that is not a good or fair thing todo. The way 
the act is now set up, the inventor does know he is not under an obli- 
gation to report until he has completed his invention. I realize there 
is a lot of question that has been raised about what do you mean by 
“completing” the invention. It is not entirely a self-explanatory 
phrase, but at least it is a word with some history and some content 
from other parts of the law. The inventor knows that he is not in 
default. under the reporting provision if he has not completed his 
invention. He is perfectly safe to wait until he completes it, and 
then within the specified period he reports. 

If you take that out, | suggest you take out the thing on which he 
can rely and substitute something much more speculative and sub- 
jective. He might know before the invention is completed that it is 
something that will be useful in the atomic energy field, as defined by 
the statute. The Commission’s recommendation therefore would 
raise the question, does he have to report it right away the day he has 
the conception, if at that time he really feels in his heart it 1s going 
to be useful? Or could he wait until some later date, and if so, how 
long can he wait? At least this word “completion” gave him an 
anchor, gave him something he knew he could count on and run his 
time from that. I s suggest that you leave the word in the statute. 
It has done nobody any harm. It has provided some minimal pro- 
tection to people, and I think it ought to be left in. 

Representative HoririeLp. To what do you refer? 

Mr. Bosxery. In subsection (c) of section 151, talking about the 
last sentence in its present form: 


The report covering any such invention or discovery shall be filed on or 

before, whichever of the following is the later, either the 90th day after com- 
pletion of such invention or discovery * * * 
The Commission, and I think without any need, would eliminate this 
clause which says “whichever of the following is the later, either the 
90th day after completion of such invention.” I say that is putting 
an inventor into too much jeopardy. There is no need to do it. The 
statute is all right on this point now, and he is entitled to that kind of 
protection, I think. 

Representative Hortrmip. Your suggestion would be a simple sub- 
stitution of 180. days for the 90th day. 

Mr. Bosxry. That would be my suggestion. If in the earlier part 
of the subsection it is desired to clean it up by eliminating some 
duplication in the way the Commission has suggested, I have no ob- 
jection to that. I think it means the same thing either way. 

The only other point I wish to mention is this: The Commission has 
proposed that there be added a new paragraph to section 157, namely 
paragraph (d) which ae insert an express statute of limitations 
of 6 years. On that I would say that there is not any need for it 
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at the moment. There is no demonstrated need. Nobody has been 
turning up with stale claims that have been allowed. Statutes of 
limitations are rather tricky things in areas where there may be 
questions as to when you knew you really had a claim. The atomic 
energy field, partly because of the secrecy that still surrounds it, is a 
field where it is not clear frequently just when you will find out you 
have aclaim. I don’t think it is fair to put in this 6-year limitation 
in this form. I see no need at the moment to put it in any form. 
I think the country would be better off if the Commission would en- 
courage people to file claims and get awards. I think that would 
act as more of a stimulus to invention, instead of, as in this proposal, 
sort of choking them off before the claim is ever asserted. So my 
own feeling, although the point is not a vital one, is that on balance 
the act ought to be left as it is on this point. If at some time in the 
future a statute of limitations becomes necessary, then you can con- 
sider it on what I would call the next go-round, 2 or 3 years hence. 

That concludes what I have to say, Mr. Chairman. I certainly ap- 
preciate the opportunity to come before you. My effort in this, as 
before, has been to be of such help as I could to the committee. 

Representative Hoxirtetp. Mr. Boskey, your testimony has been 
very valuable to the committee. This is not the first time that you 
have helped the committee in its deliberations, and we appreciate 
the expert attention which you have given to these problems and the 
study which you have given to them, and your analysis which will be 
part of the permanent record. Thank you very much. 

Mr. Bosxey. Thank you, Mr. Chairman. 

(Subsequently the following letter was received from Mr. Boskey :) 


VoLrr, BosKEY & SKALLERUP, 
Washington, D.C., April 24, 1959. 
Hon. CHET HOLIFIELD, 
Chairman, Subcommittee on Legislation, 
Joint Committee on Atomic Energy, 
U.S. Capitol, Washington, D.C. 


Dear Mr. HOLIFIELD: In the course of my testimony yesterday, there were two 
items on which the committee requested me to submit suggested language for 
the legislation being considered to amend the patent provisions of the Atomic 
Energy Act. 

1. The first item was in connection with the possible desirability of adding 
a provision to section 153 which would make it clear that the Commission has 
authority to hold compulsory licensing proceedings and to make compulsory 
licensing determination, if necessary, when an invention of primary importance 
is still pending in the patent application stage and has not yet matured into an 
issued patent. This result could be accomplished by adding to section 153 a new 
final paragraph, along the following lines: 

“The provisions of this section shall also be equally applicable to any patent 
application, in advance of the issuance of the patent, if the application shall have 
been filed before September 1, 1964: Provided, That any determination made by 
the Commission with respect to such patent application shall not require a reason- 
able royalty fee to be paid by the licensee to the owner of the patent application 
for any use of the invention or discovery which shall occur prior to the actual 
issuance of a patent covering the invention or discovery.” 

2. The second item was in connection with the possibility that the Joint 
Committee might wish to introduce a clarifying amendment into section 158, to 
provide language which would show, even more expressly than the present text, 
that there has been no intention on the part of the Congress to undermine the 
preexisting and well-established power of the Federal courts in antitrust cases 
to enter a decree—if the factual situation warrants it—that patents which have 
been involved in antitrust violations shall be opened up on a royalty-free basis. 
Such clarification could easily be inserted if deemed desirable. A simple way to 
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do it would be to add a new clause at the beginning of the last sentence of section 
158, so that the sentence as modified would read as follows: “Except where the 
court has directed otherwise, such licensee shall pay a reasonable royalty fee, 
to be determined in accordance with section 157, to the owner of the patent.” 
Sincerely yours, 
BENNETT BOSKEY. 

Representative Hoxirrecp. Our next witness is a former colleague 
of mine in the Congress, Congressman Lanham, 

Congressman, we are certainly happy to have you before us, and 
we will be glad to hear any statement you wish to make. 


STATEMENT OF FRITZ LANHAM, NATIONAL PATENT COUNCIL 


Mr. Lanuam. Mr. Chairman, I appreciate and thank you for your 
statement, and I reciprocate fully its friendly spirit. I represent the 
National Patent Council, which is a nonprofit organization of small 
manufacturers interested in the promotion and development of our 
patent system, which system has been an outstanding factor in the 
development of the progress and prosperity of our country. 

Mr. John W. Anderson, the president of that organization, will 
submit a statement in amplification of my brief remarks. 

As you and some other members of this subcommittee know, of the 
28 years that I served in the House of Representatives before my 
voluntary retirement, I was for 25 years a member of the Patents 
Committee. The remarks that I wish to make will be confied to the 
proposal before you to extend for an additional 5 years the provision 
with reference to compulsory licensing of patents. 

I am strongly opposed to that provision, and in my judgment any 
competent patent lawyer who would favor such a proposal would be 
quite out of line with the general sentiment of the patent fraternity 
with reference to this important matter. 

When the atomic energy bill was pending in the House, I expressed 
very strong disapproval of this provision and the House, by a large 
majority, adopted the elimination of that provision. However, in the 
conference, by reason of necessary speed in getting an Atomic Energy 
Act in view of certain international conditions and situations, the 
conferees eliminated that and other provisions that might be con- 
troversial and that might delay the enactment. 

In the conference report, therefore, the provision was eliminated. 

In my judgment, this pending proposal, if adopted, would be an 
unauthorized aud unwarranted legislative amendment of the Con- 
stitution of the United States. I think the original proposal, as I 
then strongly suggested, was also in opposition to the Constitution of 
the United States. I understand, furthermore, that the Atomic 
Energy Commission has never resorted to this unwarranted pro- 
vision, and likely will not. Why then should we extend it for 5 years? 

I recall that your predecessor in the chairmanship of this com- 
mittee, the Honorable Sterling Cole, was very insistent that this 
provision be striken from the law. The Constitution provides that to 

romote the progress of science and useful arts, the security of an 
inventor in his discovery shall be assured. That does not mean “pro- 
cure for” the inventor the right to his patent; the language is “secure 
to” the inventor the rights to his discovery. Security means that he 
will be made secure in that discovery if it complies with the prescribed 
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requirements. Not only that, but it provides that the patentee shall 
have the exclusive right to his discovery. 

The Founding Fathers were very wise men. They knew the mean- 
ing of words. It is a very significant fact that since the adoption and 
ratification of the Constitution and the Bill of Rights, the subsequent 
amendments have gone to the machinery of Government, and not to 
the fundamental principles, despite the fact that those Founding 
Fathers could not foresee the great development of this country in 
the sciences and the arts. 

So in my judgment this pending proposal is a clear violation of a 
constitutional right of a patentee. A patent is not a gift from the 
Government. <A patent is something that the patentee has earned 
and it is granted to him in accordance with our laws. 

The other consideration, and a very important one, is that the 
adoption of this amendment would certainly diminish and perhaps 
eliminate the incentive of the independent inventors of our country 
to make their contributions to our progress in this field. We must 
not allow that creative genius of America to remain dormant. We 
practically say by this proposal, “All right, you go ahead and invent 
something worthwhile and we may take it away from you and control 
it ourselves in spite of your constitutional assurance of security.” 

A very interesting thing with reference to this latent American 
genius is this incident. I was invited many years ago to speak in 
North Carolina at the first of those pageants memoralizing a signifi- 
cant chapter in our history, and I was requested to speak on aviation 
and to talk about the Wright brothers. There I met the telegrapher 
who had sent out to the country the notice of the first successful flight 
of the Wright brothers. He told me that fewer than six leading papers 
of the United States reported it, but many phone calls and telegrams 
came in asking what was the mater with that drunken telegrapher. 
You see, that accomplishment was making the magic carpet come 
true, and that was supposed to be impossible and a fanciful dream. 
However, from that achievement has developed our remarkable avi- 
ation industry. 

I cite that as one instance of what this latent creative force can 
produce if we do not hamper it by restricting the fundamental rights 
given under the Constitution. 

I thank you, gentlemen, for your courtesy in hearing me. 

Representative Horirretp. Congressman, we thank you very much 
for coming before us. I find that you still have your art of persuasion 
which you had when you spoke on the floor of the Congress in the 
years we served together. 

Mr. Lanuam. Thank you very much, Mr. Chairman. 

(The statement of John W. Anderson follows :) 


ATOMIC ENERGY PATENTS 


STATEMENT OF JOHN W. ANDERSON, PRESIDENT, NATIONAL PATENT COUNCIL 


My name is John W. Anderson. My residence is 578 Broadway, Gary, Ind. 

I am founder and president of the Anderson Co., Gary, Ind., manufacturers, 
since 1918, of patented automotive equipment. I am also president of the 
National Patent Council, a nonprofit, educational organization of smaller manu- 
facturers of diversified products, inventors, researchers, and other professional 
groups devoted to the field of science and invention. NPC is dedicated to 
improvement of public understanding and appreciation of the U.S. patent system 
as the prime force motivating our American incentive economy. 
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For nearly 45 years I have been active in the manufacture and distribution 
of automotive and other products, and have been active in State and national 
associations of manufacturers. I was cofounder and an officer and director of 
Automotive Council for War Production of Detroit throughout World War II. 
I was president of Motor and Equipment Manufacturers Association during 3 
consecutive years of World War II and have been for many years chairman of 
its policy committee. In those and other capacities I have enjoyed many years 
of opportunity to study problems of manufacturers, from largest to smallest. 
1 have worked closely with many men devoted to invention and research. I 
have been instrumental in marketing many products embodying new and useful 
inventions. I am familiar with the incentives that induce men to long, and 
often sacrificial, creative effort—from the point of recognition of the need for 
an invention through to its discovery and thereafter its costly development into 
serviceable form suitable for distribution to the public. 

While the Atomic Energy Act of 1946 was pending, I labored, in cooperation 
with other citizens, to direct the attention of Congress to threats to national 
security embodied in that act. David Lilienthal, the first Chairman of the 
Commission, published in 1950 in Collier’s a series of articles that, when com- 
pared with my statements to Congress, show that the Commission encountered, 
and the Nation was seriously handicapped, by the very conditions I had pre- 
dicted would develop. Ample documentation of that fact is available. As an 
example, in Collier’s of June 17, 1950, Mr. Lilienthal said : 

“No Soviet industrial monopoly is more completely owned by the state than 
is the industrial atom in free-enterprise America. The Government has today 
an ironclad, airtight and all-embracing legalized monopoly of this vast enterprise, 
and of the new industrial era the development of the atom could bring to this 
country.” 

In a bulletin released to Members of Congress under date of July 12, 1946, I 
stated, 4 years before Mr. Lilienthal published his above-quoted discovery: 

“By this bill, as it stands awaiting only the action of the House and presi- 
dential signature to make it law, the Government also would control absolutely 
every industrial use of atomic energy. * * *” 

My statement is made in my own behalf as a citizen, as president of the 
Anderson Co., and as president of National Patent Council. 

This statement to your committee deals with substantially the same problems 
dealth with in my statement to your committee on March 1, 1955—as reference 
to the record will show. 

I have read much of the reported testimony of your present hearings and am 
greatly impressed with the substantial unanimity of agreement with the position 
I took in that previous statement. I note with interest the recognition, by the dis- 
tinguished Committee representing the New York Patent Law Association, of the 
correctness of the position I took in my previous statement, repeated verbatim 
in subsection 6 hereof, to the effect that “When our Government, which is pre- 
sumed to be the entire citizenry, acquires a patent, that patent by every con- 
stitutional intent automatically expires. * * * 

May I also concur vigorously in the statement of Jo. Bailey Brown appearing 
on page 36 of the Joint Committee print, volume 1, on “Selected Materials on 
Atomic Energy Patents,” and reading as follows: 

“By way of preface to the present memorandum and my comments upon the 
respective recommendations of Messrs. Ooms and Dienner, it is pertinent to say, 
as I have set forth in considerable detail in the two prior communications, that 
I believe that fiat ownership of atomic energy inventions, and the taking out of 
patents thereon in the United States and abroad in the name of the AEC, is a 
mistake of policy resulting in much useless expense, producing patents of no 
practical value as patents, and will be distinctly prejudicial to industrials of this 
country in their future efforts to compete in atomic energy exploration in for- 
eign countries. I believe the present Atomic Energy Patent Act, in practical 
effect, is equivalent to providing that most U.S. patents in the atomic energy 
field do not function as patents, and that patents that would be of material value 
here and abroad to U.S. industry, if those patents were owned by our citizens, are 
being in effect abandoned for the benefit of the worldwide public. AEC patents in 
practical effect seem to be effective merely as publication establishing dates and 
priorities for defense against later inventors. 

“The present atomic energy patent statute substantially lessens the normal 
incentive to invent, and to exploit patented inventions, in the atomic energy 
field. I believe the substantial limitation of such incentive by the present law 
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and practice has retarded, and will continue increasingly to slow invention, 
improvement, and industrial applications of atomic energy in this country, and 
will — our citizens in their efforts to obtain business in this field in foreign 
countries.” 

May I likewise concur in the statement of John A. Dienner in paragraph 13 
of his statement on page 35 of that Joint Committee print, as follows: 

“13. Outside of the military field, there is nothing concerning inventions in 
atomic energy which requires treatment any different from inventions in the 
field of steam, gas, or electrical energy. As I have pointed out elsewhere, the 
Federal Government has the power of eminent domain. So have the States. 
Furthermore, if any case of a psychopathic patent owner arose, we could deal 
with such person as we could with any psychopathic individual. Industry says 
it is afraid of the compulsory license feature, and I think it would be desir- 
able to remove their fears on this item by revoking section 153.” 

May I, in all humility, and most respectfully, point out to your committee 
that if the recommendations of National Patent Council, as presented to your 
committee in my statement of March 1, 1955, had been heeded fully, much of 
our embarrassment today in contemplation of our relative position in world 
competition in the application of atomic energy to civilian as well as military 
purposes, might have been avoided. 

And may I refer, please, to the position taken by National Patent Council 
with reference to amending the Atomic Energy bill, before its enactment. If 
that position had been supported jointly by the Senate and the House (it was 
almost unanimously supported by the House), we might not have been con- 
fronted by the story told by Mr. Lilienthal in Collier’s of June 17, 1950. 
The story, unfortunately, has lost little, if any, of its significance since 1950. 

Carefull scrutiny of my address of December 9, 1954, entitled “What Feeds 
Free Enterprise?”—delivered at the annual meeting of Cleveland Patent Law 
Association—discloses nothing contradicted by events since that day. I trust 
that that fact may justify inclusion of a printed copy of the address herewith. 

Your Joint Committee on this occasion has before it for consideration the 
patent provisions of ‘The Atomic Energy Act of 1954.” 

It is requested, most respectfully, that your committee consider, as inherent 
in the Atomic Energy Act, the following facts: 

(1) The act reflects a high order of skill in draftsmanship in achieving its 
obvious purpose, which is to set over completely, in the hands of a governmental 
agency, absolute control of a new source of power far exceeding, in its potential 
for both civilian and military uses, that of any other source of power heretofore 
made available for application by mankind. (See secs. 151, 152.) 

(2) Sections 152, 153, 154, 155, and 159 of the subject act substantially elim- 
inate inventive incentives, to the individual U.S. civilian capable of, and inter- 
ested in, a creative contribution in the field of applied Atomic Energy, to ex- 
pend any time, money, and/or effort to make an inventive contribution in any 
way related, or adaptable, to the production or application of atomic power. 
(See also sec. 151.) 

(3) Such depression of incentive arises from the denial, by the act, of any 
independent right on the part of the inventor ever to own, or control, by U.S. 
patent, the uses of his invention, if he is a citizen of the United States; whereas 
a foreign national may patent and control, for civilian uses, a similar invention 
in the United States, without such deprivation. (See sec. 152.) 

(4) The Atomic Energy Commission is granted by the act, under conditions 
that substantially exclude exceptions, power to assert full ownership of any in- 
vention or discovery “useful in the production or utilization of special nuclear 
material or atomic energy,” and power to compel the owner or owners of any 
such invention to license others, under conditions prescribed by the Commission, 
to use theinvention. (See secs. 152, 153.) 

(5) Corporations cannot invent. Government cannot invent. Invention is a 
function peculiar to the individual. A patent grants only a negative right. That 
right, prior to the subject act, was to exclude all others, for the limited period of 
17 years, from manufacture, sale, and/or use of the invention—at the will of the 
patent owner and to any extent he might desire. The subject act excludes from 
that traditional function of the U.S. patent system inventions and discoveries 
“useful in the production or utilization of special nuclear material or atomic 
energy”—and thus removes, for the citizen, the traditional incentive to invent 
and produce new things useful in expanding our economy. (See Art. I, sec. 8, of 
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the Constitution; U.S. Court of Claims decision in Consolidated Engineering 
Corp. v. United States, 104 U.S.P.Q. 111, Jan. 11, 1955; and secs. 152, 153.) 

(6) When our Government, which is presumed to be the entire citizenry, 
acquires a patent, that patent by every constitutional intent automatically ex- 
pires, because there is none left to exclude. 

To hold differently is to hold that.our Government has become a competitive 
device imposed upon the citizen and deriving its powers arbitrarily from a source 
apart from any formalized expression of the will of its people. 

The Government, which has granted the patent, in presuming to own it, places 
itself in the untenable position of having vested in itself, without authority, a 
right which clearly, by constitutional intent, can be possessed only by the citizen. 
(See Art. I, see. 8, of the: Constitution. See also pp. 28 and 29 of exhibited 
address. ) 

(7) The subject act denies recourse to any court, for injunctive relief, by any 
U.S. citizen whose inventive property by force of the subject act, has been appro- 
priated by license under compulsion, by the Atomic Energy Commission, for ex- 
ploitation for profit by a favored citizen or citizens having had no part in the 
creation of the invention. (See sec. 154.) 

(8) The act, instead of merely requiring a license to Government for military 
uses under “patents granted on inventions, made or conceived during the course 
of federally financed research or operations,’ requires that all such patents be 
assigned to the United States—leaving the Atomic Energy Commission in full 
control of possible civilian applications and uses of such inventions (sec. 159). 

(9) Foreign inventors owning such inventions, for civilian atomic uses, suffer 
none of the disabilities imposed by the subject act upon the citizen of the United 
States. Foreign inventors may apply for, and receive. U.S. patents on such in- 
ventions, which patents they and/or their assignees, including governments of 
foreign nations, may control—in line with the intent of the U.S. Constitution and 
our patent laws based thereon, as they normally and traditionally have applied 
to the U.S. citizen (sec. 152 

(10) Our Government, through the instrumentality of the Atomic Energy 
Commission, may make available, and has made available, in foreign nations, 
reactor installations and inventions related to the production and utilization of 
atomic energy, originated by U.S. citizens, and also undertakes to teach tech- 
nicians of such foreign nations—all without any compensation or impelling in- 
ducement to any U.S. inventor—the “know-how” essential to most effective use of 
such reactors and related inventions (25th Semiannual Report of the Atomic 
Energy Commission, January 1959, p. 89). 

(11) In line with precedents established by monopolistic provisions of the 
Atomie Energy Act, efforts are made to compel the free sharing of costly and 
hard-earned “know-how” by corporations advanced in practice of a phase of 
production—with corporations favored, or to be favored, by Government as 
competitors of the advanced corporation. Was not the stated intent of the 
original Atomic Energy Act (1946) to “strengthen free competition in private 
enterprise” and thus prevent the very monopoly granted in the present act to 
the Atomic Energy Commission? [Atomic Energy Act of 1946—sec. I1(a)—also 
sect. 1(b) of the act of 1954.] 

(12) The subject act, by the above-mentioned and other devices, goes con- 
trary to that stated intent, contrary to constitutional intent and contrary to 
long-established and fundamental principles of law and have given our Nation 
its unprecedented growth. The act, as given effect, contrary to pretended intent, 
concentrates all control over the power of atomic energy, and its myriad of unex- 
plored applications to human needs, in a governmental agency ordered and 
directed by men not charged with any certain responsibility—or necessarily 
possessing capacity—for creative contributions in the field of production or 
utilization of atomic energy (secs. 151, 152, 153, 159). 

(13) The act discourages, substantially, and in effect excludes, participation 
by U:S. citizens in the gigantic task of creating, as has been done in the develop- 
ment and application of every other major source of power, through still-increas- 
ing thousands upon thousands of inventions necessary to give greatest effect to 
the application of such power to civilian and military needs (secs. 151, 152, 153, 
159). 

(14) Such exclusion of the citizen from his normal creative functions, and 
such unconstitutional and uneconomic concentration of power in a single super- 
government, perhaps reflects recognition of the sinister significance of the his- 
toric statement, attributed to Nikolai Lenin, that whoever controls a nation’s 





ATOMIC ENERGY PATENTS 189 


source of power controls-its industry and therefore controls the destiny. of its 
people. There are growing evidences, and authoritative predictions, that. 
atomic energy may soon be recognized as our cheapest and most dependable 
source of power. 

(15) The Atomic Energy Act of 1954 should be amended to repeal sections 151, 
152, 153, 154, 155, 156, 157, and 158. Section 159 thereof should be amended to 
read: 

“The Government of the United States shall have a free, irrevocable, non- 
exclusive license, for governmental uses only, under all patents granted on in- 
ventions made or conceived during the course of federally financed research, by 
any person engaged therewith and benefiting thereby.” 

(16) There rests with Congress today the obligation and authority to repeal 
sections 151, 152, 1538, 154, 155, 156, 157, and 158 of the Atomic Energy Act of 
1954, and amend its section 159 as suggested, as the only means by which the 
vast inventive and productive forces of the United States can be released for a 
belated beginning toward competing, on equal terms, with other nations, in the 
vital race of American invention and technology toward national security 
through supremacy in the production and application of atomic energy. 

It is submitted that— 

(a) The proposed repeal of the five sections indicated, and the amendment of 
section 159, as proposed, would in no way hamper or impede governmental 
activities having to do with military applications of atomic energy. On the 
contrary, such repeal and amendment would bring more effectively into support 
of such operations that vast reservoir of civilian capacity for inventive diligence 
that has given our country the security it has enjoyed through its outstanding 
industrial supremaey. 

(b) Smaller manufacturers in America have multiplied and thrived, but not 
often in making products identical to those in manufacture and distribution 
by large corporations. Big industries, by the very weight of their capital and 
marketing facilities, ordinarily can assert competitive strength difficult for the 
smaller manufacturer to match when competing products are identical. The 
greatest factor in stimulating men to new undertakings in manufacture and 
distribution lies in an opportunity to offer the public a product made more 
desirable by a patented or patentable invention which cannot lawfully or right- 
fully be copied by the mammoth competitor. 

The public has been challenged more than once to identify a single product 
of American industry that does not have embodied in it one patented or patent- 
able invention or that has not been made cheaper and better because of patented 
or patentable inventions employed in its manufacture. From baker’s bread to 
building brick, it is predicted that you will not find anything coming out of any 
American factory that is not so qualified. 

Thousands of smaller manufacturers that exist today in America, and that 
provide, in the aggregate, employment to many millions of people, would not 
exist except for advantages accruing from production of such improved prod- 
ucts. The public benefits constantly from the inducements provided by the pro- 
tection—to inventors and to smaller manufacturers—afforded by the patent 
system. 

No smaller manufacturer would ordinarily copy, for production by him, a 
product already in wide distribution by a large manufacturer. For these reasons, 
compulsion on the large manufacturer to permit the smaller manufacturer to 
copy his products would do the smaller manufacturer, and the economy in gen- 
eral, little or no favors; whereas, compulsion on the smaller manufacturer to let 
the big fellow run away with his inventions and patents would simply crush the 
smaller fellow and would discourage him, and all who witnessed his misfortune, 
from further inventive and developmental work. The surest way to fatten pro- 
ducing and distributing monopolies in America would be to destroy otir patent 
system. The present Atomic Energy Act, in its important field, goes far in that 
frightening direction. 

(c) Without reflection upon the patriotism or loyalty of any Americans iden- 
tified therewith, may I say that no. grounds have been found for doubting that 
if the most cunning and talented of subversive agents of an enemy government, 
intent upon making us incapable of our own defense, had been give a free hand 
to dry up civilian sources of inventive contributions to developments in all fields 
of atomic energy, no more comprehensive, leakproof result could have been de- 
vised than is to be found within the above-identified five compulsive sections of 
the Atomic Energy Act of 1954. 
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(d) The subject act, in effect, places in the hands of a relatively few people, 
chosen by political procedures, such incentive-deadening coercive powers as feed 
themselves in the processes of coercion—powers impossible to contain within pre- 
scribed channels or areas. Unless at once deprived of its instrumentation for 
compulsion, the act seems certain to mushroom relentlessly into the most destruc- 
tive politicoeconomic Frankenstein ever unleashed upon the confused leaders, and 
the forgotten innocents, of any civilization. 

Only a complete reversal of the coercive policy reflected in the present Atomic 
Energy Act can restore to civilians the traditional incentive, offered by our patent 
system, to provide, for the service of our people, that dynamic flow of atomic 
invention without which we can have no reasonable hope for national security. 

The tyrannical concept—dominant in the present act—that creative contribu- 
tions can be coerced, embraces a fatal fallacy discredited in human existence. 
And inventive incentive does not thrive under featherbedding of lush appropria- 
tions, but springs instead from eager effort on the part of the individual citizen 
to earn and acquire, for himself, economic security through sharing modestly in 
the wealth he creates for others. 

Only by substituting—for the discouraging penetrations of compulsions under 
the subject act—the eager flow of invention from an encouraged citizenry in- 
spired and unafraid, can we repeat our phenomenal performance in other fields 
of applied power and restore, by thus enlisting the practiced creative muscle of 
its diligent people, America’s power for survival. 

It is suggested, most respectfully, that National Council will welcome any re- 
quest by your committee for cooperation in supplementation of the facts herein 
discussed. 

There is submitted, as largely pertinent, with each of the multiple copies 
hereof, a printed copy of the address entitled, “What Feeds Free Enterprise?” 
above referred to. 

It is hoped that perusal of that address may direct, from long experience in the 
field of invention, production, and distribution, further light upon the problems 
above discussed. 


Representative Hoxirrep. At this time, Mr. Olson, will you and 
Mr. Anderson come forward ? 


STATEMENTS OF L. K. OLSON, GENERAL COUNSEL, AND ROLAND 
ANDERSON, CHIEF, PATENT BRANCH, ATOMIC ENERGY COM- 
MISSION 


Mr. Oxson. Mr. Chairman, I have listened very attentively to the 
testimony of the many witnesses that have appeared here. I believe 
I came into this issue without bias. After listening carefully to the 
witnesses who have appeared, I am convinced that the Commission’s 
submission to this Joint Committee is still sound. We feel that it is 
the right position. 

Representative Horirrecp. I might ask, Mr. Anderson, did you 
have any comment to make on the last comments of Mr. Boskey, which 
referred to the modification of 151(c) and the statute of limitations, 
section 157(d)? Do you care to say anything further on that? 
Would his suggestion of substituting the 180th day for the 90th day 
and leaving the text as it is do any violence to your intention? 

Mr. Anverson. I think not. However, our feeling was that the 
word “completion” has been subject to a great deal of criticism, and 
that anyone who had completed his invention would certainly have 
complied with the other two possibilities, namely, he would have dis- 
covered or had reason to believe that his invention was useful, and 
therefore there was no necessity for continuation of the completion 
provision in the statute. 

Mr. Tot. Is it possible that the determination of a matter of fact as 
to a completion date might be easier than a determination as to dis- 
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covery or belief, if one is faced with yng to decide whether or not 
the inventor complied with the statute? It might be easier to pro- 
vide the fact as to when the invention was completed. But as to when 
he first discovered or believed that it was useful is a more difficult 
matter. That would be the only criterion left. 

Mr, Anverson. I think they are both difficult, Mr. Toll. It is true 
that it may be that completion has some definiteness about it that 
belief would not have. 

Representative Hotirretp. The word “completion,” however, does 
have a legal history of interpretation ; does it not? 

Mr. Anperson. Not in the patent sense, sir. In the patent sense, 
they have used the term “actual reduction to practice” for the term 
“completion”? Yet the term “completion” does have some definiteness, 
I believe, in ordinary common parlance, but not necessarily as applied 
to patents. 

Mr. Tout. Should the statute say that the report shall be filed on or 
about 180 days after the invention is reduced to practice? 

Mr. Otson. Mr. Toll, I would like to point out a problem that con- 
cerns us in this connection. I believe that the phrase “completion” 
leaves a good deal to the discretion of the inventor. I don’t know 
what the intention of this committee is, but if it was your intention 
to require that all of these matters be reported within the prescribed 
period or within a reasonable period after completion, I believe the 
word “completion” would put within the inventor’s hands a means for 
withholding this information indefinitely without forfeiting any 
rights that he might have under the award system. 

Mr. Tou. My point though, Mr. Olson, is that it is just as much 
in his hands, if not more so, to say when he discovers or believes. B 
elimination of that word, you are putting it even more in his hands, it 
seems to me. 

Representative Hoiirtetp. In other words, what would you think of 
this type of a substitution: 
whichever of the following is later, either the 180th day after the reduction to 
practice of such invention or discovery, or the 180th day after such person first 
discovers or first has reason to believe that such invention or discovery is useful 
in such production or utilization. 

Mr. Otson. As Mr. Anderson said, we would have no strong objec- 
tion to that. I simply wanted to invite the attention of the commit- 
tee to what we considered the possibilities of the word “completion.” 
We felt it might leave it more in the hands of the inventor. 

Representative Hottrretp. Does the phrase “reduction to practice” 
have a more definite meaning in the Patent Office than the word 
“completion” ? 

Mr. Rotanp Anperson. I think it does, sir. However, I would sug- 
gest the addition of the words “actual reduction to practice” so as to 
get around the question of do you mean constructive reduction to prac- 
tice, because that is taken care of in section 151 d. where the Commis- 
sioner of Patents reports the applications to the Commission. Many 
of those are not completed before the applications are filed and the 
filing of the applications constitute what we call in the patent profes- 
sion constructive reduction to practice. 

I would think, therefore, in order to make the two sections sort of 
consistent with each other, one would use the phrase “actual reduction 
to practice”. 
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Representative Hotrrirevp, Mr. Boskey, could we have a comment 
from you on that? 

Mr. Bosxry. Mr. Holifield, I would see no objection to substituting 
the phrase “reduction to practice.” 

Representative Hotirmeip. Actual reduction to practice. 

Mr. Bosxey. Either “actual” or merely “reduction to practice.” I 
am looking for an objective external event that the inventor knows 
that his time begins to run from, and not when he woke up in bed one 
morning and felt he has something that somehow would be useful. 
But something he could look at and say, “This is the day my time 
starts to run, so I know I must report it, and if I don’t, I am subject 
to some very important penalties.” That is why, in my opinion, there 
should be an objective standard. There are some penalties. You lose 
some valuable rights. 

Representative Horirretp. Would you construct the language as I 
suggested, or would you eliminate the part which says after such per- 
son first discovers or has reason to believe that such invention or dis- 
covery is useful ? 

Mr. Bosker. I would leave it in and not eliminate it because I can 
envisage a case where at the time it was reduced to practice, the in- 
ventor did not have any reason to think the invention would be useful 
in the atomic energy field, but something might happen 5 months 
later that would make it obvious that it was useful in the atomic energy 
field and for the present at least I would think you would want to 
have that reported to the Commission. So I would leave the struc- 
ture of the statute the same with this verbal substitution. 

Representative Hontrretp. The next is 157d. Would you want to 
comment on this period of limitation and what the purpose of the 
Commission Was in suggesting that ? 

Mr. Roranp Anpverson, It was our feeling in order to encourage 
these people to come in. If you have a statute of limitations, you may 
encourage them, because they know they have to come in within a 
certain period of time. It was this thought we had when. we made 
this suggestion. 

Representative Horrrmeip. As the law now is written, there is no 
period of limitation, is there? 

Mr. Rotanp Anperson. We think that there is a period of limita- 
tion by virtue of the fact that these cases are appealable to the courts. 
The two sections that we base our recommendation on, namely, 28 
U.S.C. 2401(a) and 38 U.S.C. 286, which applies to civil actions and 
patent infringement suits, by virtue of the fact that the Compensation 
Board proceedings are applicable to the courts would be applicable to 
the proceedings at the present time. However, it was only to make this 
point clear that we felt it worth while to include the provision. 

Representative Horrrretp. You have been unable to formulate a 
patent policy under this act which would provide American industry 
as a whole some type of protection to this apparent competitive ad- 
vantage which foreign manufacturers have in view of the fact that 
they operate in a patent royalty position with their Government, while 
the American patents claimed by the AEC have been made available 
not only to American manufacturers, but to European manufacturers. 

Mr. Rotanp Anperson. The question, as I understand, Mr. Holifield, 
is, do you deem that the foreign manufacturer has an advantage over 
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the American manufacturer because traditional policy of the United 
States has been to grant royalty free licenses whereas foreign govern- 
ments charge royalties both as respects their own domestic ‘patents 
and with respect to their foreign patents. 

I think that Mr. Boskey pointed out under the general interna- 
tional arrangements each country has its own patent policy, and there 
has been included in international arrangements the provisions against 
nondiscrimination. So an American industrialist can go into England 
or France or Belgium, and he may have to pay a roy alty for something 
which he would not have to pay in the United States. Therefore, the 
feeling has been expressed that the foreigner can come into the United 
States and get a free license under our ‘traditional policy. Whether 
this is just a 1 difference in national policies that results in this, I think 
as we testified yesterday there is nothing in the Atomic Energy Act that 
would prevent us from charging royalties if it was deemed necessary 
to equalize this in connection with our foreign picture. 

The U.S. Government could charge a royalty of a foreign corpora- 
tion and at the same time of an American industrialist for the use of 
a French patent in France owned by the Commission. —I think if we 
were going to discriminate against foreigners and only charge for- 
eigners, you run contrary to the nondiscrimination policies. 

“Mr. Tour. Mr. Anderson, I can see where it would be difficult or 
embarrassing for our Government to charge foreign governments or 
foreign countries royalties, but if the policy were that we allowed 
the contractor to take out the patent in his own name, even though 
developed with U.S. taxpayers’ money, and he would then be required 
to license all other U.S. industry royalty free because it could be 
argued that they had helped to pay for that invention as taxpayers, 
then that patent owner would be in a position to charge non-U.S. 
citizens royalties if he so desired. It would be less embarrassing for 
him to do so than for the U.S. Government to charge roy: alties. 

Mr. Rotranp Anverson. I don’t know if it would be any more em- 
barrassing for the vera se to do it than permitting a private 
contractor to do it with the approval of the Government. I think 
we might be subject to as much criticism one way as the other, in 
carrying out such a policy. I think this is a matter of judgment. 

Mr. Totn. The actual transactions would actually be carried out by 
the patent owner, and it would be both more easy to administer, and 
would not put the Government directly in the position of collecting 
royalties or bringing infringement suits. 

Mr. Rotanp Anverson. In the latter aspect, it would mean that you 
would contemplate that the private party would be obligated to main- 

tain the patent and sue on the patent in a foreign country to protect 
the American industrialist position. 

Mr. Torx. I think it would be a little premature to say whether he 
would be in a position to bring infringement suits or to enjoin use 
of the invention by others who ‘had not contributed to the making of 
the invention. 

Mr..Rotanp Anperson. You might get into a situation, Mr. Toll, 
under such a circumstance, in the atoms for peace program, where we 
were contributing part of the moneys that were going into the foreign 
development and we would be paying royalty to a ‘foreign company 
who happened to get the contract over an American company because 
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of the patent that had been granted to an American company. This 
could be said not to be a Government operation because it would be a 
foreign contract operation. 


Mr. Tot. It probably would not be the first time that the American 
taxpayer has been on both sides of that sort of situation. 
Mr. Rotanp Anverson. That is correct. 


Representative Houirretp. Are there any further remarks that you 
gentlemen wish to make for the record ? 

Mr. Orson. Thank you; no. 

Representative Hotirretp. Thank you very much for your testi- 


mony and your assistance to the committee, gentlemen, during these 
hearings. 


The hearings on the patent legislation will be closed as of this time, 
and the record will be held open for the insertion of material which 
will be pertinent, and which has been requested or proposed to be 
submitted to the committee. The record will be held open for 2 weeks 
for the submission of documents. 

The meeting is adjourned. 

(The following statements were received for the record :) 


PRINCETON UNIVERSITY, 
COMMITTEE ON PROJECT RESEARCH AND INVENTIONS, 
Princeton, N.J., April 16, 1959. 
Hon. CHET HOLIFIELD, 
Chairman, Subcommittee on Legislation, Joint Committee on Atomic Energy, 
Congress of the United States, The Capitol, Washington, D.C. 


Dear Mr. HoLirrecp: It is our understanding that the Subcommittee on Legis- 
lation of the Joint Committee on Atomic Energy is scheduling public hearings 
on atomic energy patents from April 21 to April 24, 1959. In connection with 
these hearings, there are enclosed several copies of a statement concerning 
“Revision of Atomic Energy Requirements Concerning Inventions Conceived 
During AEC Contracts With Colleges and Universities.” We hope that you will 
find this statement pertinent to your deliberations and will take it into con- 
sideration in connection with any possible amendments to chapter 13 of the 
Atomic Energy Act of 1954. 

For your information, the enclosed statement has been approved by the Com- 
mittee on Project Research and Inventions of Princeton University, which com- 
mittee is responsible for the administration of the patent policy of the university. 

Sincerely yours, 
RAYMOND J. Wooprow, 
Ezecutive Officer. 


REVISION OF ATOMIC ENERGY REQUIREMENTS CONCERNING INVENTIONS CONCEIVED 
Durtine AEC CoNTRACTS WITH COLLEGES AND UNIVERSITIES 


(By Raymond J. Woodrow, Princeton, N.J.) 


Section 152 of the Atomic Energy Act of 1954, and the proposed revisions as 
prepared by the Atomic Energy Commission dated March 13, 1959, both, in effect, 
give to the Government the title to all inventions made or conceived in the course 
of any contract, subcontract, or arrangement entered into with or for the benefit 
of the Commission. In the contractual article which is regularly used to 
implement this provision, both a contractor and its employees are forbidden to 
assert any claim for pecuinary award or compensation under the provisions of 
the Atomic Energy Act with respect to inventions or discoveries made or conceived 
in the course of the contract. Theses provisions are inequitable to universities 
and colleges who perform research under contract with the AEC on a no-fee-or- 
profit basis, and frequently at less than cost. They are likewise inequitable to 
university employees who perform research on the contracts from the Commission, 
and conflict with the patent policies of the institutions involved, as well as 
forcing changes in this employer-employee relationship. 
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The majority of universities now have established patent policies goverening 
inventions made by employees during the course of their employment. The 
attached patent policy of Princeton University illustrates one of the many varia- 
tions which are used. Typical of most such policies, however, is the concept 
that both employee and the institution have an equity in any invention made. 
This generally follows from the fact that, as stated in the Princeton patent policy, 
“unlike common commercial practices, university charges, and salary scales are 
not based on the expectation of income by the University from inventions” 
(p. 1, A., 4). In other words, the institution’s charges in connection with 
research performed do not compensate the institution for its equity in inventions 
arising out of its furnishing of funds, facilities, and environment which made 
the research possible, and the salary paid to university employees is not considered 
a compensation for inventions made. 

The principle that the Government should have title to all inventions made 
or conceived under any AEC contract seems to be based on the concept that the 
contract itself provides just compensation for all such inventions, even though 
only the contractor’s costs, or less than his costs, may be reimbursed. Such a 
concept seems unwarranted in the case of the university which has a patent 
policy like that of Princeton University, and inequitable both to the institution 
and to its employees. The university does not give title to inventions to other 
sponsors of its research merely by reason of their providing funds for research. 
Other Government agencies likewise do not take the position that the mere 
execution of a contract for research constitutes just compensation for title to 
all inventions resulting from the research. 

Other effects upon AEC contracts for research which follow logically once 
the basic premise of Government title to inventions is accepted, are also difficult 
for a university to accept and to reconcile with its normal policies and methods 
of operation. For example, in order to secure title to inventions for the Govern- 
ment, AEC contracts provide that the Government shall also own all technical 
data, drawings, notebooks, and memoranda of every description relating to the 
work; a professor has a natural antipathy for procedures which would issue, 
identify, and recall as Government property the notebooks in which he records his 
scientific ideas and conclusions. To implement Government ownership of foreign 
patents on inventions, restrictions on publication are imposed by AEC because 
of the differences between the foreign patent laws and those of the United States; 
again, a concept is introduced which clashes with the normal university 
environment of free interchange of ideas and prompt publication. 

From a university standpoint, therefore, it would appear both equitable and 
desirable that section 152 of the Atomic Energy Act of 1954 be repealed, and 
that inventions made or conceived during Commission contracts be handled 
in the same manner as for contracts from the Department of Defense, grants 
from the National Science Foundation and the Public Health Service, and so 
forth. 


PRINCETON UNIVERSITY, PRINCETON, N.J., PATENT Poricy 


Approved at meeting of the faculty December 1, 1952 


A. Basic objectives 


Patents are created by the Constitution and the Laws of the United States 
to recognize the ownership of inventions by individuals in return for publication 
of the inventions by issued patents and ultimate dedication to the public after 
the limited period the law grants patent protection. The basic objecives of 
Princeton University’s policy as to patents include the following: 

1. To maintain the university’s academic policy of encouraging research and 
scholarship as such without regard to potential gain from royalties or other 
such income. 

2. To make inventions resulting from university research available in the 
public interest under conditions that will promote their effective development 
and utilization. 

3. To assure that inventions resulting from university research will not be 
used to the detriment of the public interest by the unnecessary exclusion of 
any qualified user or by any other means. 

4. To provide adequate recognition and incentive to inventors through a 
share in any proceeds from their inventions since, unlike common commercial 
practices, university charges and salary scales are not based on the expectation 
of income by the university from inventions. 
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5. To advance and encourage research within the university with the funds 
accruing to the university from its equity in those inventions which result 
from research supported by funds or utilizing facilities administered by the 
university, or other inventions which are handled through the university. 

6. To recognize the equity of any outside sponsor of research within the 
university by making reasonable and equitable provision for the granting of 
limited patent rights to the sponsor, consistent with the university’s basic 
objectives above outlined. 


B. The Committee on Project Research and Inventions and the Research 
Corporation 

The Committee on Project Research and Inventions, hereinafter referred to 
as the “committee” is appointed by the president and acts for and administers 
the university’s patent policy as regards the university, its faculty, employees, 
students, and outside sponsors. Research Corporation, hereinafter referred to 
as “research” is a nonprofit foundation which distributes its total net income 
as grants-in-aid of research to colleges, universities, and scientific institutions. 
As stated in its charter, it was established to receive and to acquire inventions 
and to render the same more available and effective in the useful arts, to provide 
means for the advancement of scientific investigation by contributing the net 
earnings of the corporation to scientific and educational institutions, and to 
receive other moneys and property and to apply the same to the objects 
specified. 

It is not the university’s policy to take title to an invention or patent. The 
university has, however, entered into an agreement with research whereby if the 
committee recommends the assignment of an invention to research and it accepts 
this assignment, research patents and commercializes the invention without ex- 
pense to the inventor and agrees to pay a share of the gross income to the in- 
ventor. The net income from the invention after the payment of the inventor's 
share and special expenses in connection with the invention is shared between 
the university and research. The university in turn allocates its share of net in- 
come received from research for further research and scholarship, the committee 
and president making the allotments. In doing this, preferential considera- 
will be given to proposals for the use of funds derived from any particular 
patent by those working in the field of research from which the invention 
arose. 

In the interests of the individual because of the complexities and expenses 
involved in handling patents, and in the interests of the university because of 
its equity in inventions as described herein, the university recommends that a 
faculty member, employee or student who makes an invention refer the same 
to the committee for handling through research, as above outlined. It reserves 
the right to consider every invention presented on its merits in order to decide 
whether it should be presented to research for its consideration. 


C. Relations between the university and faculty, employees, and students 


All faculty members, employees and students, in consideration of their mem- 
bership in the academic family and the approval of this policy by the trustees 
and the faculty of Princeton University, agree to handle inventions and patents 
resulting therefrom as follows: 

1. Any faculty member, employee, or student may refer any invention to the 
university or may apply for a patent on his own initiative. If an invention is 
referred to the university, the inventor will agree to follow its recommenda- 
tions as to how the invention should be handled, and to execute all necessary 
papers to handle the invention as decided by the university. If an invention is 
not referred to the university and a patent is applied for on that invention, 
copy of the patent application, when filed, shall be furnished to the university, 
If necessary, as a substitute for a copy of the patent application, the univer- 
sity may be furnished with a notification of filing and an explanation of the 
Government security regulations or other conditions which make the fur- 
nishing a copy of the patent application impossible. 

2. When an invention is referred to the university, it will review the merits 
of the invention and will decide whether the invention should be referred to re- 
search or whether other steps should be taken to patent, assign, or license the 
invention. If it so decides, the university may return the invention to the in- 
ventor to handle on his own initiative, reserving, however, any equity it may 
have in accordance with this policy. 
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3. The equity of any faculty member, employee or student who makes an in- 
vention and the equity of the university shall be established by the university 
in conference with the inventor. Unless there are unusual equities, division will 
be made as hereinafter provided. The university will consider that it has an 
equity in any invention which results from research supported by funds or 
utilizing facilities administered by the university or any other invention which 
is handled through the university. The university will consider that it has no 
equity in inventions which do not result from research supported by funds or 
utilizing facilities administered by the university and which are patented by the 
inventor on his own initiative. The payment of salary, fellowships and scholar- 
ships or similar stipends shall not of itself constitute any basis for an equity 
by the university in any invention. 

4. For any inventions which result from research supported by funds or 
utilizing facilities administered by the university, and which are assigned to 
research, the inventor will be paid 15 percent of the gross income received by 
research and the university’s equity will be considered to be its share of the 
net income remaining. For such inventions which are not assigned to research, 
the university’s equity will be considered to be 40 percent of all moneys received 
from the assignment, license, or use of the patent without any deduction for 
expenses. 

5. For any invention which results from research not supported by funds 
and not utilizing facilities administered by the university, but handled through 
the university, an arrangement will be negotiated with the inventor so that 
he will receive a percentage of the gross income received by research, which 
percentage will be in excess of 15 percent but not to exceed 40 percent, depending 
on the circumstances of each particular case. Any amount in excess of 15 percent 
will usually be deducted from the university’s share in the net proceeds of the 
invention to be received from research. 

6. No assignment or license or agreement to assign or license any invention 
resulting from research supported by funds or utilizing facilities administered 
by the university in which the university has an equity may be entered into 
by any faculty member, employee or student without the written consent of 
the university. The university shall have the ultimate right to resolve any 
conflict of interests arising in this connection with third parties or organiza- 
tions. The basic objectives cited in section A of the patent policy will serve as 
the criteria for approval of assignments, licenses, and agreements to assign or 
license. 

7. When the university and an outside sponsor enter into an agreement for 
research to be conducted with funds or facilities provided by such sponsor, any 
individual who utilizes such funds or facilities may be required to enter into an 
agreement as to inventions arising from such utilization. 

8. If a dispute should arise between an inventor and the University with 
respect to the provisions of this section C, the question shall be referred for 
decision to a board of arbitration composed of one representative nominated by 
the inventor, one by the university, and a third member selected by the two 
representatives thus chosen. 


D. Relations with outside sponsors 


It is the intent of the university in accepting grants or contracts from outside 
sponsors for the purpose of research: That sponsored research projects will 
operate within the framework of the university staffed mainly by regular mem- 
bers of the university ; that the work undertaken will in general be of a research, 
rather than of a developmental nature; that the research will be related to the 
educational program; that it holds promise of contributing substantially to the 
general fund of knowledge; that it is of sufficient interest and importance to be 
undertaken enthusiastically; and that the conditions of the contract or grant 
covering the project will interfere as little as possible with the regular university 
procedures and policies. These criteria will be modified only to the extent abso- 
lutely necessary in the case of projects of urgent national interest. 

When an outside sponsor of research desires a formal agreement covering in- 
ventions and patents, the provisions of such agreement will be negotiated with 
the university in accordance with this patent policy and with particular atten 
tion to the objectives cited in section A thereof. 
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SYLVANIA-CORNING NUCLEAR CoRP., 
Bayside, Long Island, N.Y., April 16, 1959. 
Congressman CHET HOLIFIELD, 
Chairman, Legislative Subcommittee, 
Joint Committee on Atomic Energy, U.S. Congress, 
The Capitol, Washington, D.C. 


DEAR CONGRESSMAN HOLIFIELD: I understand that your subcommittee has 
scheduled for April 21-23 hearings on the patent provisions of the Atomic Energy 
Act. In this connection, I would like to call your attention to pages 4 through 
10 of the statement which I submitted to the Joint Committee in connection 
with the “202” hearings this year. I am attaching a copy of that statement for 
your reference. 

Once again I would like to reemphasize our concern, expressed on page 8 of my 
attached statement, lest the patent provisions of the National Space Administra- 
tion Act be construed by the Atomic Energy Commission as a mandate to pursue 
more restrictive patent policies under the provisions of the Atomic Energy Act. 
I believe that a strong expression of congressional intent to the contrary would 
be most desirable at this time if the incentive that patents provide to develop- 
ment of a thriving nuclear industry is not to be completely removed. 

Yours very truly, 


Lee L. DAVENPORT, President. 
(The pertinent part of the statement follows :) 


STATEMENT OF Dr. LEE L. DAVENPORT, PRESIDENT, SYLVANIA-CoRNING NUCLEAR 
Corp. 


* * * * * * a 


Another area in which we feel there is a vital need for development of in- 
creased incentive is the area of patents. As I have suggested in past testimony, 
this is an area which has traditionally provided a forceful incentive to the 
initiation and development of new products and industry in our country. In our 
own industry, in which normal economic incentives are currently absent, the 
patent incentive takes on added significance. However, despite the agreed- 
upon need for acceleration of the nuclear power program, present policy pur- 
suant to section 152 of the Atomic Energy Act of 1954 offers little, if any, patent 
incentive to American industry at home or abroad. 

Section 152 of the Atomic Energy Act still provides that the Commission 
shall retain all patent rights to discoveries and inventions made or conceived 
under any contract, subcontract, arrangement, or other relationship with the 
Commission regardless of whether Commission funds are involved. While this 
section permits a waiver of the Commission’s rights, general waivers by the Com- 
mission of its patent rights have in fact been confined to limited areas such as 
inventions resulting from access agreements or facility licenses. Beyond this, 
Commission patent policy has been stated to be one of making licenses under 
its patents generally available to the industry on a nonexclusive royalty-free 
basis and consistent with security requirements. In addition to similar non- 
exclusive rights in the nonatomic energy field (the “outfield” ) frequently granted 
directly to Commission contractors for practice of the contractors’ inventions, the 
Commission, in very few cases, may grant directly to a contractor exclusive 
rights in the “outfield” against all but the Government, together with nonexclu- 
sive rights in the atomic field (the “infield’’). 


« ” ~ * * * * 


Such nonexclusive rights as the Commission offers generally to the entire in- 
dustry may serve to make new techniques and know-how more widely available. 
However, any company, particularly in the absence of other economic incentive, 
would obviously be loathe to spend its own funds on an original development or 
subsequent commercial exploitation of an invention that its competitors may 
freely copy. 

Furthermore, the great preponderance of all work in our industry in the past 
has involved some degree of relationship with the Commission. Thus, in view 
of section 152 of the act and the policies developed pursuant thereto, the area for 
private patent development has been extremely limited. Under these policies 
patent incentive has been lacking even in such areas as fixed price production 
contracts with the Commission under which industry in this still new, experi- 
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mental and highly competitive field, has operated at great financial risk and 
frequently at considerable financial loss. 

Under virtually all present proposals for acceleration of the domestic power 
program continued close relationships with the Commission, financial or other- 
wise, may be anticipated. If the present patent policies are to be continued, 
the obvious resulting limitations on patent incentive may militate against the 
very objectives of any such domestic acceleration program. 

The absence of a workable patent program is also extremely damaging to 
American prestige and commercial opportunity abroad. 

There appears to be a real possibility that nuclear power will soon be economi- 
cally feasible in many foreign countries. In this background foreign govern- 
ments have pursued an aggressive program of encouraging development and 
exploitation of patents in the nuclear field. Under the laws of many foreign 
countries private companies are permitted to and in fact have developed and 
are now exploiting impressive patent portfolios. 

Our own Atomic Energy Commission may permit individual companies to file 
patent applications abroad on inventions developed in the course of any rela- 
tionship with the Commission. However, this procedure may only be pursued 
subject to the proprietary rights of the Commission. The bilateral agreement 
program in turn protects such patent rights as the Commission may have 
abroad. From the point of view of American industry all of the foregoing 
merely serves to protect Commission licensees under such patents against in- 
fringement claims by third parties. However, the protection thus afforded to 
American companies abroad may be obtained less expensively by simple publica- 
tion without the necessity for expensive patent filings. 

In any event, neither Commission-held foreign patents nor the bilaterals 
provide American industry with any of the positive marketing and negotiating 
advantages normally associated with a proprietary patent position. Indeed, 
foreign companies obtaining, pursuant to bilateral agreements, information 
developed by American companies, may be in a position in some instances to file 
for patents in their own countries on the basis of such information and subse- 
quently enforce such patents against American companies. 

Recognizing the problems with which American industry has been faced par- 
ticularly in its efforts to engage in marketing or other arrangements abroad, 
the Commission had begun to liberalize its attitude toward patent filings in 
foreign countries. Unfortunately, however, there have already been indications 
that the recent enactment of the National Aeronautics and Space Act of 1958, 
with its all-encompassing provisions for Government ownership of patents de- 
veloped in that field, has given the Commission pause in its liberalized program. 
At this point, therefore, there is a vital need for a clear-cut expression of legis- 
lative policy with respect to development and ownership of patents in the nuclear 
field. In this respect, it should be noted that the discouraging patent situation in 
the atomic energy field was, at least until passage of the National Aeronautics 
and Space Act, unique not only in all fields of commercial enterprise but also in 
the areas of other Government contract work. 

Recognizing the legitimate interest of the Government in any inventions de- 
veloped pursuant to Government contracts or through use of governmental funds, 
we would propose that legislation be enacted which would provide for a policy 
similar to that presently followed by the Defense Department. Under Defense 
Department contracts, the contractor normally retains full proprietary rights 
to all patents developed. The public interest in the expenditure of governmental 
funds has been amply protected by the grant of a nonexclusive, royalty free 
license to the Government for governmental purposes under all inventions devel- 
oped under the contract. Perhaps even more significant service is rendered to 
the public interest by the added incentive which is by the Defense Department’s 
policies to investment of private funds in development and exploitation of new 
processes and techniques valuable to the Government in its defense efforts. This 
Defense Department system has provided a proven example of policies sufficiently 
flexible to reap the benefits of competitive enterprise in times of peace without 
sacrificing the need for an easily expandable system to meet the needs of unfore- 
seen crises. 

One final point is perhaps deserving of mention in connection with the above 
comments on the patent program. It has been stated that the avowed purpose of 
chapter 13 of the Atomic Energy Act of 1954 and the Commission’s policies pur- 
suant thereto has been to protect the smaller companies against the predatory 
patent policies of larger companies. It has been suggested that these companies 
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in turn may have developed a substantial part of their patent position with the 
help of Government funds. There may, in fact, have been some logic to this 
argument at the beginning of the development of our industry when virtually 
all work was concentrated in and through the Government. This logic, however, 
becomes increasingly thin with increased investment of private funds in the 
development of nuclear power and the indicated goal of accelerated private 
development of our industry. Furthermore, in the absence of normal short- 
range economic incentives in our own industry, the additional absence of normal 
patent incentives has probably worked a greater hardship on smaller companies 
than on larger competitors. Traditionally small companies have looked to the 
development of one or more significaut patents with which to effectively compete 
with the often overwhelmingly large portfolios of larger companies. Smaller 
companies have been unable to develop such significant patents and their existence 
and continued business success have been threatened. The antitrust laws provide 
effective and timely remedies for smaller companies against unreasonable patent 
and other restraints. The larger companies are presumably in a better position 
to indefinitely subsidize their participation in this industry even in the absence of 
immediate economic incentives. For similar reasons they are also in the best 
position to develop patent rights under the 1954 Atomic Energy Act through the 
use of private funds. It is relatively small business with limited financial 
resources that must be provided with some short-range incentives if it is to 
survive. By the same token, in the absence of normal economic incentives of a 
nongovernmental enterprise, it is the relatively small company which is most 
dependent for its survival upon the fruits, patent and otherwise, of its Govern- 
ment contracts. 


*« * ~*~ . + * . 





Grar, NIERMAN & BURMEISTER, 
Chicago, Ill., April 17, 1959. 
Mr. JAMES T. RAMEY, 
Executive Director, Congress of the United States, 
Joint Committee on Atomic Energy, 
Washington, D.C. 


Dear Mr. RAMEY: It is the purpose of this letter to offer some comments 
which is hoped will be of constructive nature in connection with proposed 
amendments of the patent provisions of the Atomic Energy Act. This letter is 
not written in behalf of any client or any legal or technical society, the material 
herein expressed being purely personal. 

Although I have views on most of the issues which have already been fully 
argued by others, the essence of which is reported in the Selected Materials 
Joint Committee print on the subject, the mere expression of views is not the 
function of this letter. Frankly, like most of my confreres who have studied 
the matter, I cannot see any reason whatever, theoretical or practical, why the 
considerations in the atomic energy patent law are any different from those 
in any other field and feel that no special legislation is either necessary or de- 
sirable; to any extent that existing or proposed special atomic energy patent 
legislation has merit, such merit clearly extends far beyond the atomic energy 
field and should be considered in connection with general revision of the patent 
laws and of the relation of Government agencies thereto. But I am realistic 
enough to realize that atomic energy patent legislation will not be merely re- 
pealed, and that constructive suggestions by persons in the best position to 
give them are desirable. 

In the discussion which follows, the “proposed amendments” occasionally 
referred to are those at pages 17 to 21 of the Selected Materials. 


Section 152 


This section presents a number of separate and distinct questions, of which in- 
dividual and distinct discussion should be undertaken if a desirable statute is to 
be reached. The distinctness of these questions has not, in my opinion, hereto- 
fore been adequately brought out. 

(1) Should Congress specify the patent rights to be reserved by the Com- 
mission, or any other administrative agency, in its contracts? This is essential- 
ly a political question of intragovernmental relations, on which I pass no 
opinion, 
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(2) Should such a specification, whether by the Commission or by Congress, 
be applicable to transactions in which there is no expenditure of funds by the 
Government? No reason can be seen for such applicability. Any argument 
that it is desirable because private inventions may flow from Government in- 
formation is equally applicable to all Government services, of informational 
or other character, whether in the atomic energy field or any other field. It 
is conceivable that there could be particular cases where such a provision in 
a no-expenditure contract of some type might be warranted, but the small likeli- 
hood of this, when coupled with the inherent contracting power of the Com- 
mission, irrespective of statutory specification, is completely inadequate to sup- 
port any reasonable argument for such a statutory provision, unless it is believed 
that the entire patent system is not in the public interest. 

(3) Should any rights to private inventions be vested in the Commission by 
operation of law, in the absence of contract, as in the case of “arrangements” 
or “relationships” other than contracts? I have never seen a description of a 
situation in which it can reasonably be asserted that such vesting is required 
or desirable in the public interest, again unless it be believed that the entire 
patent system is not in the public interest. Should there be any situations 
envisaged, however, they should be the subject of careful legislative drafts- 
manship; it ill becomes the U.S. Congress to employ such ridiculously vague 
language as “arrangements” or “relationships” to avoid squarely facing the 
question of defining what is intended. 

(4) Can it be expected that overbroad language in such a specification will 
be substantially mitigated by conferring a right of waiver in the Commission? 
Both logie and past experience indicate that it cannot and should not. Basically 
the right of waiver is a right to give away property of the Government. For 
the selfless, capable, and devoted men whom the Commission has fortunately 
been able to attract and retain to represent its interests in these matters, the 
giving away of Government property is, and should be, a grave matter resorted 
to only in the most obviously extreme of circumstances, as in the absurd matters 
of the access permits and licenses. The likelihood that the waiver right will 
be employed to correct statutory errors of a more subtly cancerous nature 
is small, and properly so. 

(5) Should any statutory specification of Commission patent rights under 
contract require outright title in the Commission rather than some form of 
license? This is certainly the most difficult of all questions presented, and 
I find in the discussions previously presented no analysis greatly helpful in re- 
solving the apparently sound arguments on both sides. However, as I see it, 
the problem has been oversimplified by each side in this controversy by failure 
to distinguish between the various types of contractors involved. An optimum 
patent policy requires that a careful balance be made between providing con- 
tractors with sufficient incentive to promote technological progress and giving 
away rights; inadequate attention has heretofore been given to finding a solution 
to the problem of rights in the atomic energy field which adequately recognizes 
that this balance will reach different results, depending on the type of con- 
tractor involved. 

In this discussion, I classify Commission contractors and subcontractors in 
three groups: (1) Companies whose research and development personnel are 
not of particular proficiency in the atomic energy field as such, the company’s 
interest being primarily in the “outfield” such as general manufacturers of 
pumps, valves, nonnuclear electrical instruments, ete. (It will be understood 
that the term “company” refers to a particular laboratory or development lo- 
eation at which contract work is to be done, and the research personnel at 
that location, other activities of a legal corporate entity being immaterial.) 
(II) Companies in what may be called the atomic energy Government contract 
business, i.e., companies whose personnel are proficient in the atomic energy 
field, but most or all of whose investment in research and development is reim- 
bursed by the Government, and (III) companies in the atomic energy field 
on a primarily private commercial basis, i.e., in which the reimbursed Govern- 
ment contract research and development investment is small compared to the 
company’s own investment in atomic energy research and development. 

In the case of group I companies, the obtaining of “outfield” patent rights, 
as under the present type C clause, appears to present substantial motivation 
for entering into the contract beyond the notoriously illusory direct profit 
realized in these circumstances. In the case of group II companies, on the 
other hand, the direct profit realizable from the “Government contract busi- 
ness” (the financial advantages of isolating Government contract activities in 
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the present proposal, like the existing statute, deals only with “infield” rights, 
and the A, B, and © clause distinctions deal only with “outfield” rights). 

(6) Should any special type of statement or affidavit by an inventor be 
required in connection with atomic energy patent applications? The apparent 
purpose of the present provision is to prevent the Government’s being defrauded 
of its right to title to inventions. There is no particular vice in such a 
provision except the trouble and expense caused to patent applicants and the 
delay of 3 months or more caused in the issuance of patents (which could in 
some cases be a serious matter). However, there should be required some 
form of published regulations as to the requirement of “full facts.” It is also 
to be noted that the present statute, employing the terms “in the course of, in 
connection with, or under the terms of’? a contract, obviously intends to have 
the applicant describe connections with a Commission contract which do not 
necessarily entitle the Commission to the patent, such as, for example, a state- 
ment that the invention is an improvement on a device developed under a 
previously completed contract, thus enabling the Commission to make further 
investigation of its rights. Nevertheless it is the much broader language of 
this reporting provision, not the language of the first sentence of paragraph 
152, which has for 5 years been used by the Commission in its contract patent 
clauses. Incredible as it may seem, the various vociferous critics of AEC 
patent policy do not appear to mention that the onerous “in connection with” 
clause which has been represented as being universally used in AEC contract 
patent clauses is “statutory language” only in an irrelevant sense, as is pre- 
sumably confirmed by the qualification in the appeal portion of section 152 
wherein it is apparently made clear that only certain types of “connections” 
are intended to “entitle” the Commission to the application or patent. It will 
be noted that the Commission’s proposed amendment deletes “in connection 
with,” and conforms the reporting clause to the language of the first sentence, 
so that this portion of the reporting clause would become merely a requirement 
of an empty and uninformative “affidavit of honesty.” Further this conformity 
leaves no meaning whatever for the “entitling the Commission” clause in the 
appeal provision. 


Sections 153 and 154 


The inherent vice of provisions like those of sections 153 and 154 is that the 
effects go far beyond the avowed purpose. Broad discussion of the advisability 
of compulsory licensing can produce polemic argument and great heat without 
extending much beyond mere broad statements of principle. My concern (and 
I believe that of the national welfare) stems from the fact that under the 
compulsory licensing provisions as presently stated, there is a clear invitation 
to simply disregard patents in the field. The concern of the advocates of these 
sections is that patent rights may be used to obtain a monopoly in the field by 
refusal to license. Under the existing language, however, it appears to me 
that there is no incentive for a company about to engage in an atomic energy 
activity to either ascertain whether a particular construction is patented, or 
in the event that the existence of a patent in known, to approach the owner 
for a license. The present provisions clearly encourage an attitude of “I'll 
pay if you catch me.” There is no incentive for seeking out a patentowner and 
arranging a voluntary license if there is no penalty for simply proceeding to 
infringe the patent in the hope that the owner will not find out about it (which 
is always a substantial possibility) and then arranging a voluntary or com- 
pulsory license if and when the infringement is discovered. A compulsory 
licensing system, whether in the atomic energy field or any other field, that has 
safeguards against this tremendous, but unintended, impairment of the value 
of patents could conceivably be justified. In the absence of such safeguards, 
however, the unintended effects which have no direct relation to the real purpose 
of the proponents undoubtedly far outweigh the intended beneficial effects. 
Unless there can be found some alteration which makes a distinction between 
one whose conduct is of the type contemplated by the compulsory licensing 
proponents and one who merely uses the provisions as a tool for the disregard 
of patent rights of others, it is my belief that the evil is much greater than 
any conceivable good, and that the compulsory licensing provisions should be 
abandoned. 


Section 155 


This section should either be repealed or made applicable only to materials 
which are published within 6 months of the date of declassifirbility under ap- 
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making Government contracts “pay” being well known) may well be suffi- 
cient motivation to the company; furthermore, where substantially all the 
know-how which a company possesses was obtained at Government expense on 
its previous contracts, the company’s claim to patent rights under a new con- 
tract may well be tenuous. The full serious impact, however, of present section 
152 provisions is felt in group III companies, particularly those of insufficient 
size to have separate Government and private laboratories and personnel. Today 
the outstanding examples of group III companies are in the isotope and nuclear 
instrument field. However, it is to be hoped that more and more manufacturers 
of nuclear power equipment will fall within this category, by gradual transi- 
tion from group II. Serious consideration must be given to the possibility 
that the present patent practices under discussion will be, and quite possibly 
have been, a critical deterrent to such a transition, since the combination of 
the financial loss involved in conducting private development of commercial 
products and Government development contracts in the same facilities, when 
eoupled with the elimination of possible acquisition of patent rights as a moti- 
vation, makes such a transition difficult, if not impossible. The accuracy 
of this evaluation is reinforced by observation of the manner in which cer- 
tain of the large corporations which have long been in the Government con- 
tracts atomic energy business have set up “geographically divorced com- 
panies” (within the meaning previously assigned this term) for their private 
atomic energy business. Presumably such enterprises are avoiding, and will 
avoid, the problems of transition herein outlined by gradual shifting of per- 
sonnel, etc., as atomic power becomes a more profitable business. Needless 
to state, such avenues of transition are open only to corporations having suf- 
ficient Government contracts to support separate Government facilities, and 
sufficient capital to justify investment in separate private facilities against 
the day when their operations may be profitable. Certain of the corporations 
adopting this “solution” appear in general to be least voluble in objection 
to present statutory provisions concerning patents. It will be of great in- 
terest to observe the effect of this ability to divorce Government and private 
operations on the competitive positions resulting from the large and appar- 
ently growing number of reactor patent applications filed by private persons 
and companies in 1955 to 1957 (Selected Materials, p. 59). 

The likelihood of monopoly or oligopoly in atomic power stemming from 
this ability to avoid the serious effects of present patent practices could well 
be far more serious than the possibility that change of present patent practices 
as regards group III would create “patent monopolies” over atomic power. 
It is to be noted that the financially soundest isotope and nuclear instrument 
companies, which are now in group III and have no separate Government 
contract facilities, never went through a transition phase, and have been ex- 
tremely reluctant to donate to their competitors, through Commission patent 
ownership, the inventive know-how of their scientific and engineering per- 
sonnel, developed over the years at great unreimbursed cost, by now entering 
into Commission development contracts. It is believed that such contracts 
as have been made by these companies have been primarily motivated by 
such factors as desire to cooperate with the Commission, public relations, 
and similar considerations. It is too much to hope that such motivation, 
whether in the isotope and nuclear instrument industry or in the nuclear 
power industry, can be made the long-run backbone of great advances in 
technology. 

For all of these reasons it may be desirable that henceforth, companies (ap- 
propriately defined as mentioned above) whose activities are primarily in the 
atomic energy field, and who have, for at least 3 years prior to execution of 
a Commission contract, spent of their own funds sums for research and de- 
velopment in the atomic energy field at least equal to the expenditure for 
whieh they were reimbursed by the Government under other contracts in 
the same period, shall retain title to inventions made under such new con- 
tract, subject to a nonexclusive royalty-free license to the Government for 
governmental purposes. The possible benefits to the purposes of the Atomic 
Energy Act, by stimulation of private investment and by aiding in preven- 
tion of incipient, or at least possible, oligopoly, and in other respects, some 
obvious and others less so, are believed to be substantial. It may be noted 
that the difficulties of administration of such a policy are far less than those 
involved in the nebulous distinctions in status now used to determine eligibility 
for A, B, and C clauses (which would presumably continue to exist, since 
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industry from spending its own money in research and development and from 
employing its best technological know-how in this important field. 

A manufacturer in the atomic energy field, like in any other competitive field, 
must underwrite the substantial investment that he must make in research and 
development to maintain his competitive position. Let us say that a device 
which has some utility in the peaceful application of atomic energy results from 
this research and development. Design and feasibility studies indicate that the 
device has definite commercial promise since it solves an existing problem in the 
field. As is presently the case with practically all inventions in this and other 
fields, the device is not a basic invention since inventions in all fields are usually 
mere variations in or combinations of elements all of which have either been gen- 
erally known or in public use for many years. However, if he becomes involved 
with the Atomic Energy Commission, he stands to lose this development if it 
gets caught under the broad and sweeping language of section 152. This provi- 
sion, all in all, has had a very significant discouraging effect on industry. 

If the new device were in a field other than the atomic energy field, patent 
protection would give the manufacturer an opportunity to recoup his research 
and development costs. Further, if it proved to be of some competitive advan- 
tage, let me assure you that competitors would not sit still and watch their 
sales decline, but would be stimulated to develop new designs that equal or 
surpass the patented design. In the long run, both public and progress in the 
field stand to benefit by this usual way of operating under the patent system. 
The stimulus provided to a competitor who must seek an alternative way of 
performing a function covered by an existing patent very often leads to very 
significant advances in the art. 

In view of the fact that private industry has always contributed the essential 
experience and know-how and now is also contributing very substantial amounts 
of capital and know-how to the application of atomic energy, there appears to 
be no justification at the present time why there should be special patent laws 
for atomie energy. 

It is recognized that billions of dollars of public funds have been invested in 
atomie research and development and that it would be unconscionable for any 
individual or company to obtain a dominant position because of its relationship 
with the Government. However, in view of the fact there are no basic patents 
in this field and in the light of today’s participation by industry in the field of 
civilian application of atomic energy such fears are no longer well founded. 
Private funds are now paying for a substantial amount of atomic research and 
development. 

In recent years many small businesses have entered into the atomic energy 
field. It was feared at the time the 1954 act was being passed that a few large 
companies had the lion’s share of the atomic energy work and that if the patent 
system were to operate in this field that these companies might firmly en- 
trench themselves in this field through acquisition of patents. It has now been 
established that a large share of the work is being done by specialized small 
businesses whose technical skills are necessary in the performance of a con- 
tract with the Commission. Such small businesses as subcontractors have been 
given waivers by the Commission that were not in the prime contract because 
business to a large extent depended upon their maintaining their technical 
position. The patent privilege should be given to anyone who makes a patent- 
able contribution. Small business will benefit the most by restoring the normal 
operation of the patent system in this field. 

It is hoped that the subcommittee will make a thorough study of sections 152, 
153, and 154 and recognize that the atomic energy industry has come of age. 
It is no longer a dependent offspring of a governmental subsidy but has reached 
a level of maturity that entitles it to independence. It needs the spur of the 
patent system and a loose rein in our free enterprise system if its full potential 
is to be realized. 

There appears to be no compelling reason why the ownership of a patent need 
be legislated by statute as is the case under section 152. Conceivably there may 
be some justification for the Government acquiring title to inventions made un- 
der contract with a research laboratory whose sole business is research and if 
such is the case, title should be acquired by negotiation. The situation is quite 
different where the AEC contractor is a manufacturer who is in the competitive 
business of selling products useful in the production or utilization of atomic 
energy. The patent provisions in any Government contract situation should be 
established by negotiation. 
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plicable secrecy statutes and regulations. There still remains, and probably 
always will remain, a mountain of undeclassified material of a nature such that 
it is considered of insufficient importance to justify the time and trouble of 
declassification. Where material is deemed of such unimportance as to be not 
worthy of publication by such means as distribution to depository libraries 
or public sale upon becoming declassifiable, it is a violation of justice to permit 
the digging up and declassification of old records to defeat the claims of a 
patent applicant who was barred by law from even knowing about the prior 
use or knowledge of his invention. In such cases, as a Maximum, the Govern- 
ment should have immunity from suit. 

Section 157 

Continuance of the Patent Compensation Board is desirable despite the caliber 
of the matters which have in general been brought before it. Continuance of the 
award system has served, and will continue to serve, the obliquely useful pur- 
pose of demonstrating the merits of a patent system, as opposed to an award 
system, in stimulating technological development. 

The statute of limitation provision in the proposed subsection (d) is of a 
type unknown in American law. The patent laws have a provision which limits 
damages to those accruing within 6 years prior to the filing of suit. They do 
not, however, nor does any other statute, provide that an entire claim for a 
continuing cause of action is barred by failure to bring a suit within a fixed 
period from the date of the first accrual of the continuing damages. The pro- 
posed amendment is rendered even more objectionable by the absence of any 
requirement that the claimant has known of the existence of the cause of action. 
In view of the peculiar nature of the rights created by the statute, wherein the 
value might not be known for many years, the desirability of a statute of limi- 
tations of any type is seriously questioned, to the extent that the rights and 
procedures have any value. 

Section 158 

This section should be repealed. It could conceivably be interpreted as a 
limitation in the atomic energy field on the powers of courts under the antitrust 
laws. 

It is my hope that at such time as general principles are decided upon, and a 
draft bill prepared, the members of my profession, particularly those having 
specific interest in the atomic energy field, will have opportunity to examine the 
specific proposed legislation and to point out narrow details which are likely to 
cause practical problems. We are clearly on the verge of the stage at which the 
patent provisions of the Atomic Energy Act will come into play in actual business 
relations between private parties and litigation in the courts. The continuance 
of these provisions in their present form is apparently universally agreed to be 
undesirable. The passage of new legislation containing well-intended generali- 
ties based on speculations as to what might happen, as opposed to what has 
happened, is a luxury which the Nation can no longer afford. The new legis- 
Jation must be, and undoubtedly will be, given careful word-by-word considera- 
tion before its passage, and it is my hope that the present memo may be of 
utility in pointing out some aspects which may not have been previously con- 
sidered. 

Yours sincerely, 
LEONARD G. NIERMAN. 


ALLIS-CHALMERS MANUFACTURING Co., 
Milwaukee, Wis., April 20, 1959. 
Hon. CHET HOLIFIeELD, 
Chairman of the Subcommittee on Legislation of the Joint Committee on Atomic 
Energy, House of Representatives, Washington, D.C. 

DEAR CONGRESSMAN HOLIFIELD: We appreciate having the opportunity of pre- 
senting our views and recommendations concerning patent policies and proce- 
dures of the Atomic Energy Commission and possible amendments to the Atomic 
Energy Act of 1954 on which public hearings are to be held by your subcom- 
mittee on April 21, 22, and 23. 

As general patent attorney of a company which is active in nuclear power 
research and development, I have found that the Atomie Energy Act as it is 
presently administered is depriving those who are engaged in atomic energy 
work of highly desirable and necessary incentives. In effect, it is discouraging 
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As a matter of general policy, I would recommend that the Commission should 
not acquire title to any inventions other than weapons covered by section 151 
and then only for security reasons. In most all other cases the Government 
should acquire only a paidup nonexclusive license to practice any invention 
made or conceived under any contract, subcontract arrangement or any other 
relationship with the Commission. 

I believe that our competitive economy stands to benefit by having the usual 
commercial practice apply in the nonmilitary atomic energy field. A manu- 
facturer in this field will be assured of the protection afforded by the patent 
system and can confidently make an investment in research and development in 
this important field without the fear that competitors will share in the fruits 
of his efforts without sharing the costs. The inevitable result that follows is 
that many more new products will be introduced into the market thereby 
strengthening our economy. 

For the foregoing reasons, I believe that now is the time to restore the normal 
operation of the patent system to the nonmilitary atomic energy field. More 
specifically, I would recommend that— 

(1) Section 152 of the.Atomic Energy Act of 1954 be amended by deleting 
the first sentence thereof in order to eliminate the language which auto- 
matically gives the Commission title to all inventions in the atomic energy 
field made or conceived under any contract, subcontract, or other relation- 
ship with the Commission ; and 

(2) Sections 153 and 154 relating to compulsory licenses be repealed. 

May I again express my appreciation for having the opportunity to present 
these views. I sincerely hope that they may serve some useful purpose. 

Very truly yours, 

KIMBALL S. WYMAN, 
General Patent Attorney. 


Darsy & DaArsy, 
New York, N.Y., April 21, 1959. 
JOINT CONGRESSIONAL COMMITTEE ON ATOMIC ENERGY, 
U.S. Congress, Washington, D.C. 


GENTLEMEN: The committee on patents of the association of the bar of the 
city of New York has adopted the following resolution : 

“Recognizing that under existing law, outside of the Atomic Energy Act, no 
injunction may issue to hamper governmental activity or other activities affected 
with the public interest, this conimittee believes that the time has now come to 
permit the field of atomic energy to be treated the same as the other useful 
arts with respect to the application of the patent statutes and case law. 

“Therefore, we recommend that the Atomic Energy Act be amended to delete 
chapter 13: Patents and Inventions, sections 151 to 160, inclusive (42 U.S.C. 
2181-2190) and so allow the benefits of the existing patent statutes and case law 
to apply to atomic energy.” 

Respectfully, 
FiLoyp H. Crews, 
Chairman, Committee on Patents, 
The Association of the Bar of the City of New York. 


COMBUSTION ENGINEERING, INC., 
New York, N.Y., April 24, 1959. 

Hon. CHET HOLiFIELD, 

Subcommittee on Legislation, 

Joint Committee on Atomic Energy, 

U.S. Congress, Washington, D.C. 


Deak MR. HovirietD: Attached is a statement containing the main point 
Combustion Engineering wishes to make with respect to atomic energy patent 
policies. We would appreciate it if you would circulate this statement to other 


members of the Joint Committee and have it inserted in the record of the. 


hearings. 
Sincerely yours, 


ARTHUR J. SANTRY, Jr., Vice Chairman. 
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Combustion Engineering wants to urge consideration of one main point. The 
Constitution of the United States gives the Congress the authority to establish a 
patent system in order “to promote the progress of science and useful arts.” 
The “exclusive right” given by the Constitution as a means of promoting science 
and the useful arts has a far greater effect as a stimulant to technological growth 
than has been heretofore recognized. 

By giving to inventors the exclusive right to their inventions and discoveries, 
the Constitution has provided a means for the inventor to obtain remuneration 
for his idea based upon the value of that idea in the marketplace. The point 
to be emphasized is that by giving the inventor the exclusive right to the patent, 
the public gains through forcing others who want to compete with the inventor 
to think of new ways of accomplishing the same ends. This is a much more 
difficult kind of competition. It forces all of the people in the field to be on the 
alert for new ideas. 

Let us give some examples from the boiler field. At the end of World War II 
boilers were producing steam at about 1,500 p.s.i. pressure and 1,000° F. temper- 
ature. The boilers worked on what is called natural circulation; namely, 
through the difference in the heat in the water inside the boiler and the water 
that is outside the boiler. This difference causes the water to circulate merely 
through the application of the heat. Combustion Engineering obtained the 
rights to, and started building boilers with the principle of controlled circula- 
tion; namely, through having the circulation of water controlled by pumps. By 
means of this development Combustion has been able to design and construct 
boilers that operate at 2,750 p.s.i. and at 1,000° F. One of Combustion’s com- 
petitors then obtained the rights to the Benson boiler from Germany. This isa 
boiler in which the water passes through the boiler only once in a continuous 
fashion in going through all of the different elements of the boiler. Using this 
system, boilers operating at 4,500 p.s.i. and at 1,150° F. have been constructed. 
Combustion Engineering then was able to obtain the rights from Switzerland to 
the Sulzer monotube boiler and has designed boilers producing 5,000 p.s.i. operat- 
ing at 1,200° F. In other words, the patent competition between the companies 
keeps each company looking for new ways to produce more steam more efficiently 
and to find ways to meet the latest designs of its competitors—that its competi- 
tors cannot use. 

There is one very notable example of this general kind of developmént in the 
atomie energy field. One of the outstanding developments of the British atomic 
energy program was the construction of the gas-cooled Calder Hall type reactor. 
This was a different kind of a reactor from any that had been constructed in 
the United States. Sir Christopher Hinton in a speech given before the Insti- 
tute of Fuel in February 1957, and published in the April 1958 issue of “Atom,” 
had this to say about the start of the Calder Hall type reactor : 

“In August 1946, the McMahon Act had been passed in America and except 
in certain limited fields of research, all technological information from the 
United States had been stopped. The McMahon Act withheld information on 
the design of their reactors and we had to think for ourselves; in doing this 
we were able to work out our own approach and produce results which led 
to our present position of leadership.” 

The fact that the British were not able to use the American designs forced 
them to think independently and to come up with a new design which has 
proven to be so interesting that many in the United States want to pursue the 
ideas in that design further. 

There appears to be some confusion in the thinking of the Atomic Energy 
Commission between information concerning technological progress and the 
right to use that information. In the patent program the information about 
patents is published and is known to all. This is done through the Official 
Gazette of the United States Patent Office. However, the rights to use the 
information published are not granted, and those who want to compete with 
the ideas that are patented have to develop their own ideas in order to achieve 
that competition (this competition is the competition of equivalents and not 
the competition of identical items). There is nothing in the Atomic Energy 
Act of 1954 which in any way changes the difference between distribution of 
information and the right to use the information. 

The fact that the research for which the patents may be awarded is research 
which if financed by the Federal Government, should not, in my opinion, make 
any difference in this respect. The main question to ask is the question of 
which way will provide the greatest technological advance. The question not 
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to ask is the question of who buys what rights. The Department of Defense 
of years has permitted contractors to keep title to their patents. By doing 
this the contractors have been able to develop and add to their regular com- 
mercial lines around the ideas that are developed under Government contracts. 
By this method of development, our technological advance for the defense 
industry has been rapid and many unforeseen benefits have come from this 
type of development. 

One good example of the fruits of this method of handling patents arising 
out of Government-sponsored research was given by Adm. Earle W. Mills, 
president of Foster Wheeler Corp., in the 1953 hearings of the Joint Committee 
on Atomic Power Development and Private Enterprise. At page 198 of those 
hearings he testified : 

“Admiral Miiis. That started in the early 1930’s, Mr. Cole. Of course, we 
had what we considered to be for that time a reasonably satisfactory diesel 
engine but we were handicapped by the amount of power we could take out of 
it. The only way we could improve the operational ability of the submarine 
was to get a higher speed diesel and to get one that we could take more power 
out of for less weight. 

“We surveyed the field in Germany. We also surveyed the field in the 
United States. We chose, with the help of that information which we got from 
Germany, to make a domestic development of the diesel engine, and we inter- 
ested four of the leading diesel engine manufacturers in this country and gave 
additional information to a number of others who might be interested in devel- 
oping this field, and we came out with a fast-running, light-weight diesel engine 
which not only enabled us to realize the ultimate from our submarines from 
the development that had taken place up to that time, but it also served, like 
most other developments, a purpose which we did not realize at the time— 
the basis for the dieselization of the railroads today. I say that because it 
was the light-weight, fast-running diesel engine which made it possible for 
the railroads to realize the gains they have made in utilizing that engine in 
locomotives. 

“Representative VAN ZANbT. You can add also the trucks on the highways. 

“Admiral Miuts. Yes, sir. Anything that can utilize a light-weight source of 
power has benefited from that investigation and development.” 

To ask how the patents can be obtained so as to prevent a monopoly from 
growing up is also to ask the wrong question. Again the question should be 
which is the method by which technological advance is attained quickest. The 
antitrust laws have adequate means for preventing monopolies as has been 
evidenced over the recent years. Indeed, the Atomic Energy Commission, in 
its proposed bill, seeks to have section 158 of the act (Monopolistic Use of 
Patents) repealed on the grounds that there is already enough power in the 
antitrust laws to provide the kind of relief afforded by this section. This factor 
should not be the major decision in deciding how patents can be obtained. 

Combustion Engineering would, therefore, like to urge that the Joint Com- 
mittee consider this difficult problem solely from the point of view of finding 
the best way to speed our scientific advances, and not from the point of view 


of deciding a question of title, or from the point of view of preventing possible 
antitrust practices. 


GINSeURG, LEVENTHAL, BROWN & MORRISSON, 
Washington, D.C., April 27, 1959. 
Hon. CLINTON P. ANDERSON, 
Chairman, Joint Commission on Atomic Energy, 
Washington, D.C. 


DEAR SENATOR ANDERSON: I am writing you with respect to one provision 
of the bill proposed by the Atomic Energy Commission to amend the patent 
sections of the Atomic Energy Act. Section 7 of that bill would add to section 
157 of the Atomic Energy Act, entitled ““Compensation, Awards, and Royalties” 
a new subsection reading as follows: 

“d. Pertop oF LIMITATIONS.—Every application under this section shall be 
barred unless filed within six years after the date on which first accrues the 
right to such reasonable royalty, compensation or award for which such ap- 
plication is filed.” 

We represent the applicants in a presently pending proceeding for award 
under section 157 entitled “Application of Commissariat a L’Energie Atomique 
et al., Docket No. 18.” The application for award was filed on October 20, 
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1954, and relates to five inventions, the rights to which are owned by Commis- 
sariat a L’Energie Atomique et al. (CEA)—the French Atomic Energy Com- 
mission, which is an agency of the Government of France. The inventions 
concern processes and devices for controlled generation of energy for peace- 
ful purposes by nuclear fission and for an explosive nuclear device for use as 
a weapon. A motion to dismiss the application for award was filed on August 7, 
1957, by the Office of the General Counsel of the AEC, raising procedural and 
jurisdictional contentions which we believe to be without merit. The motion 
was argued before the AEC Patent Compensation Board on February 5, 1958, 
and is presently pending. Four years of effort and heavy expenditure have 
gone into the preparation and submission of this case. 

As we interpret the proposed new section 157d, it would apply prospectively 
only and would have no effect on applications filed prior to the date of enact- 
ment of the new subsection. Nothing in the section-by-section analysis pre- 
pared by AEC suggests an intent to apply the new subsection retroactively so 
as to bar claims already filed. 

To apply the period of limitations retroactively so as to bar claims which 
were timely under the law as it existed when they were filed, would be mani- 
festly unjust. However, the new subsection as worded does not expressly 
save applications already on file, but applies in terms to “every application 
under this section.” To avoid any possible question we strongly urge, if section 
157d is to be enacted, that the subsection be expressly limited to applications 
filed after the date of its enactment. This could be done by revising the opening 
phrase to read: “Every application hereafter filed under this section shall be 
barred,” ete. Alternatively, the new subsection could be revised by adding, 
at the end thereof, “or years after the date of enaction of the subsection, 
whichever is later.” 

Possibly the same result could be achieved by an express declaration in the 
committee report that the section was not intended to affect applications al- 
ready filed. 

This is a matter of vital importance in our pending case and we should be 
happy to confer with the committee or the staff to submit any additional facts 
or background information you may desire. 

Sincerely yours, 
DAvip GINSBURG. 





MACHINERY & ALLIED PRopUcTS INSTITUTE, 
Washington, D.C., May 6, 1959. 
Hon. CHET HOLIFIELD, 
Chairman, Subcommittee on Legislation, 
Joint Committee on Atomic Energy, 
Washington, D.C. 


DEAR Mr. HOLIFIELD: In accordance with Mr. Ramey’s letter of April 25 in 
response to my telegram of April 22, copy enclosed, the Machinery & Allied 
Products Institute and its affiliate organization, the Council for Technological 
Advancement, are privileged to submit the attached statement in letter form. 

It is requested that this statement, addressed to the principal issues involved 
in the proposed extension of the patent provisions of the Atomic Energy Act, the 
subject of hearings by the Subcommittee on Legislation of the Joint Committee 
on Atomic Energy on April 23, be given consideration by the Joint Committee 
and be included as a part of the record of the pertinent hearings. 

May I take this opportunity to make a further suggestion in line with our 
telegram of the 22d of April. Your opening statement at the hearings and Mr. 
Ramey’s letter of April 25 both appear to reflect your feeling that industry has 
evidenced a limited interest in the impact of the patent provisions of the Atomic 
Energy Act. On the contrary, it is our judgment that there is wide interest 
in these provisions and that the failure of business, either in terms of individual 
companies or of organizations representing industry, to request opportunity to 
be heard on a broad basis is due to understandable reasons. 

In the first place, this is a highly complex subject ordinarily requiring expertise 
available only to professionally trained and a limited number of individuals. 
In addition to the limited number of possible witnesses, frequently when hearings 
of this type are held the timing is not convenient for the individuals or organiza- 
tions which might wish to appear. Also, certain of the materials which were 
developed at the request of the committee were not published in time for ade- 
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quate study by interested witnesses. This is not intended to reflect any criticism 
on the handling of these publications but merely to record the fact of the matter. 

With these points in mind, and with the overriding objective of getting the 
important issues invloved in these patent provisions fully ventilated and the 
views of interested parties on the record, we should like to renew our request 
that consideration be given to further public hearings at a later date but before 
the distinguished Joint Committee finalizes its views. If such hearings are 
granted we will undertake through the facilities of MAPI not only to provide 
direct testimony in behalf of the Institute but we would also try to organize a 
panel of interested industry representatives who might be in a position to ap- 
proach these problems on a practical and experienced basis. This would be 
directly responsive to your comment that the Joint Committee would like to hear 
from “people in industry who are working directly in the new atomic develop- 
ment field.” 

In any case, may we extend our deep appreciation for your cooperation in 
holding the record open for the attached statement. 

Respectfully, 
CHARLES W. STEWART, President. 


MACHINERY & ALLIED PrRopUCTS INSTITUTE, 
Washington, D.C., May 6, 1959. 
Hon. CHET HOLIFIELD, 
Chairman, Subcommittee on Legislation, Joint Committee on Atomic Energy, 
Congress of the United States, Washington, D.C. 


DeAR Mr. HOLIFIELD: We have received Mr. Ramey’s letter of April 25 indi- 
cating that the record of recent hearings on atomic energy patent matters is to 
be held open until May 7 and extending to the institute the opportunity of 
filing a statement of its views for inclusion in that record. We appreciate your 
courtesy in this matter. 

As you may know, the Machinery & Allied Products Institute is an organi- 
zation of capital goods and allied equipment manufacturers, national in scope, 
which includes within its membership many of the principal Atomic Energy 
Commission contractors, subcontractors, and licensees as well as numerous man- 
ufacturers of reactor components and related equipment used in the rapidly 
developing atomic energy industry. Our affiliate organization, the Council for 
Technological Advancement, is especially concerned with national policies which 
inhibit technological advance. 

This statement is addressed primarily to broad policy questions and attempts 
to point up basic principles which we feel should govern national policy and 
legislation in the area of atomic energy patents. We have, however, consulted 
with patent experts in industry on those questions which involve technical 
patent problems. We feel compelled to make known our views on this subject 
because of convictions as to basic principle. It should be added, however, that 
many capital goods companies have made heavy commitments in the atomic 
energy program and we therefore have a reservoir of experience upon which to 
draw. 

For future use we are engaged in a rather detailed survey of member com- 
panies involved in the atomic energy program, with a view to obtaining, among 
other things, additional information on the impact on those companies of chapter 
13 of the Atomic Energy Act of 1954. Unfortunately this study will not be 
completed in time to meet the subcommittee’s May 7 deadline, but based on 
information already furnished us we believe it will confirm the views and 
experiences reported here. We are therefore availing ourselves of your invita- 
tion to present the general views of the institute on certain aspects of the prob- 
lem which we believe have not been fully ventilated in committee hearings, and, 
in addition, we undertake to make certain specific recommendations for legisla- 
tive consideration. 


OUR APPROACH TO THE PROBLEM 


We concede at the outset that the special character of the subject matter and 
the unusual security problems surrounding the origin of the atomic energy 
program undoubtedly required certain statutory safeguards of an unprecedented 
character. It is perfectly true, moreover, that the development of the atomic 
energy program since the days of the Manhattan Engineer District has been 
very largely financed from public moneys. 
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As a further part of the institute’s approach to this question, we think it must 
be conceded that the Atomic Energy Commission, exercising the mandate given 
it by section 141b of the Atomic Energy Act, has done an altogether commend. 
able job of disseminating technological and scientific information developed un- 
der AEC contract work. Finally, we are inclined to concede without argument 
that—for the present at least—a statutory prohibition against the issuance of 
letters patent on any device or invention useful solely in atomic weapons is a 
proper and desirable requirement. 

These general observations are important to our statement only insofar as 
they provide a background for the institute’s approach to the present problems. 

In addition to these general observations—and consistent with the stated 
purposes of the act as they apply to the subject here under study—we should 
like to pose certain fundamental questions which we believe provide a necessary 
framework for consideration of the atomic energy patent provisions: 

1. Is not the most important question now before the committee how best to 
attain maximum technological advance, particularly for peacetime applications, 
in the atomic energy field? 

2. Do the patent provisions of the act in their present form and in the form 
proposed for extension carry out or impede this overriding objective? 

3. To what extent do these patent provisions tie in with developments in other 
Government areas? In other words, are these provisions part of a developing 
pattern which has serious implications for technological progress in other new 
fields such as astronautics—or in technologies as yet unimagined—in which the 
Government has a direct and proper interest? 


THE AMERICAN PATENT SYSTEM AND THE PATENT PROVISIONS OF THE ATOMIC 
ENERGY ACT 


As other witnesses have suggested in open hearings before this subcommittee, 
and as our own questions above also suggest, it would be inappropriate to con- 
sider chapter 18 of the Atomic Energy Act of 1954 without relating its pro- 
visions to the long-established American patent system. The essence of the 
American patent system has consisted in the incentive it provides to invention 
and creation because of the rewards offered under a limited patent or copyright 
monopoly. The patent provisions of the Atomic Energy Act represented an 
abrupt departure from that tradition. The administration now proposes, how- 
ever, to continue these differences in philosophy for at least another 5-year 
period and perhaps indefinitely into the future. 

This basic difference in philosophy is emphasized, moreover, by adoption of 
the National Aeronautics and Space Act of 1958 providing patent provisions 
similar to those in the Atomic Energy Act. We acknowledge that, insofar as 
the patent provisions of the National Space Act and the Atomic Energy Act 
require the Government to take full title to inventions developed under Govern- 
ment research, they are generally consistent with the recommendations of the 
1947 Report of the Attorney General to the President on this subject. 

The Atomic Energy Act, in addition, contains a special feature—that of com- 
pulsory licensing under which a holder of a basic atomic patent may be directed 
by the Commission to license other commercial firms to practice the invention. 
Both of these unusual features of the Atomic Energy Act’s patent provisions are 
to be contrasted with the well-established administrative policy of the Depart- 
ment of Defense, which permits the granting of letters patent to an inventor— 
even under Government-sponsored research projects—subject only to the reser- 
vation to the Government of a nonexclusive, royalty-free license to practice or 
cause to be practiced the subject invention by or for the U.S. Government 
throughout the world. 

We suggest this difference between the Atomic Energy Commission and Depart- 
ment of Defense policies only to emphasize our conviction that the Department 
of Defense has adopted the most practical longrun approach to the problem. 
By exercising restraint in its demands for the acquisition of full title to inven- 
tions developed under defense contracts the military agencies have succeeded in 
doing their job of securing the national defense without at the same time 
destroying contractor incentive for further scientific and technical advances. 

We have not always been completely in agreement with the Department of 
Defense policy in this field, particularly insofar as it involves acquisition by 


1“Patent Policies and Practices of Government Departments and Agencies Relating to 
Inventions of Their Employees and Contractors.” 
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contract of patented or unpatentable background “know-how,” but we believe 
the general patent policy of the Department of Defense is better calculated to 
serve the public interest over the long pull than is that set out in the Attorney 
General’s report and now embodied in the atomic energy and space statutes. 
Because of our conviction on this point, we believe the question of whether or 
not the time has now arrived to place the Atomic Energy Act upon the same 
or a similar path by appropriate amendment of chapter 13 is quite possibly the 
most important question now before the subcommittee. The consideration of 
legislative timing is made even more critical by the fact that legislative action 
at this time may have the most profound and far-reaching effects on the future 
course of developments in a whole range of explosively expanding technologies 
in which the Government is interested for reasons of national security and 
national prestige. 
THE PRESERVATION OF PRIVATE INCENTIVE 


We think no one will seriously dispute the proposition that the American patent 
system has been one of the foundation stones of our unprecedented industrializa- 
tion. To hobble, perhaps in the long run to destroy, this source of private incen- 
tive as it applies to an industry of such magnificent peaceful potential as atomic 
energy is a step not to be taken lightly, and we ask most respectfully that the 
members of this subcommittee consider further the possible effect on private 
incentive of the action here proposed. 

In adopting the full-title-to-patents or compulsory-licensing provisions of the 
Atomic Energy Act, the committee evidently proceeded on the theory of attempting 
to avoid a “preferred position” for certain large Atomic Energy Commission 
contractors. We acknowledge that there may have been some basis for such 
action 10 years ago, but we are inclined to believe that the risk—as the Com- 
mission and certain testimony conceive it—is a continually diminishing one. 
On the other hand there is a real possibility that a different kind of preferred 
position may be created in the absence of real patent protection. We shall have 
considerably more to say on the so-called “preferred position” argument at a 
later point in our statement. 

It has been argued by Government witnesses that the compulsory licensing 
provisions of the Atomic Energy Act are no more than a “reserve power” and 
have in fact never been employed by the Commission. Moreover, it is argued that 
the Government has available to it the possibility of relief under existing anti- 
trust legislation—where there has been found to be an unlawful combination 
in restraint of trade—and that the existence of this more general authority re- 
duces the significance of the compulsory licensing provision. We must respect- 
fully disagree. Let us consider these arguments separately. 

Relief by injunction under antitrust legislation—Assuming a legislatively 
proscribed combination in restraint of trade, the Government may obtain as one 
form of affirmative relief a court-directed licensing of patents involved. This is, 
of course, general legislation and, assuming the existence of all conditions neces- 
sary to such an action may be employed by the Government in any appropriate 
situation. By contrast the compulsory licensing provision of the Atomic Energy 
Act, although not yet used, comes very close to constituting class legislation and 
to that extent a special disincentive to further advancement of the art and to 
attraction of capital necessary for the private exploitation of atomic energy’s 
industrial potential. 

Atomic energy patents as a bar to further progress.—The Government in testi- 
mony before this subcommittee acknowledges that the compulsory licensing pro- 
visions of section 153 of the act are not necessary for the Government because 
it may “‘uSe any patented invention and the owner’s sole remedy is to sue for 
reasonable royalty or just compensation in the Court of Claims * * *.” This 
elearly protects the Government so far as its use of a patent is involved; in 
addition, in the case of private parties there is the relief mentioned above. 

As for the possibility of a holder of a patent in the atomic energy field block- 
ing further progress in the art, it seems to us that the almost inevitable inhibi- 
tion of incentive arising from this provision will serve to frustrate the very 
purpose for which the provision was created in the first place. The whole 
record of industry’s ingenuity in “designing around” supposedly basic patents 
would seem to raise doubt as to how “basic” such patents actually were—and 
particularly in such a relatively new field as atomic energy. 

Further—and having in mind the first of our general questions on this sub- 
_ject—would not the forcing of new avenues of approach to problems covered by 


basie patents lead to a healthier condition in the industry and a more broadly 
based technology? 
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Continuance of section 153 in its present form would, in our judgment, serve 
further to reduce the incentive of Atomic Energy Commission contractors or 
subcontractors to contribute at private expense to the advancement of the art 
and it would seem to close the door almost completely to the customary in- 
centive for actual or potential competitors to develop a process or device which 
accomplishes the end in view by a simplier, cheaper, or more efficient method. 

The record of patents issued.—We are asked to believe that the compulsory 
licensing provision of section 153 has had no disincentive effect because the 
power has never in fact been exercised. An examination of the record of patent 
applications filed and patents issued in the reactor field—a field with which the 
institute by the nature of its membership has direct contact—raises serious 
doubt about the validity of the argument. From August 1, 1946, through 1957, 
555 applications for patents in the reactor field have been filed by persons— 
including corporations—other than the Atomic Energy Commission. During 
this same period of time, covering somewhat more than 11 years, not 1 single 
patent has been issued in the reactor field to a person other than the Atomic 
Energy Commission.” Obviously the “reserve power” of compulsory licensing 
could not have been applied in the absence of the very thing to which it applies. 
Even as to those areas of technology in which patents have been issued the 
argument that the compulsory licensing authority has not been used evades the 
merits of the question. 

The “preferred position’ argument.—Among the arguments advanced for a 
5-year retention of a slightly modified chapter 13 is the suggestion that any basic 
change in the present statute—or to be more precise a return to the traditional 
American patent system—would tend to insure a “preferred position” for a rela- 
tively small group of large Atomie Energy Commission contractors. We have 
already taken note of this argument and we propose now to examine it in 
detail. 

There may be some risk of a preferred position, but if the risk exists it is a 
risk created by the actions of the Government itself as well as by the industrial 
facts of life. The Atomic Energy Commission at the outset of our nuclear 
energy program contracted, quite logically, with the fairly limited number of 
manufacturers in the chemical and power equipment fields since the preexisting 
technologies of those industries—developed by private capital—were best suited 
to the expeditious development of atomic energy. To this extent Government 
eapitalized on private know-how ; atomie energy technology has been grafted onto 
prior industrial knowledge in such fields as chemistry, metallurgy, and boilers. 

It is now argued that the extension of section 153 would leave such companies 
in a preferred position in respect to basic patents, technical know-how, and the 
possession of technically trained and practically experienced staff. All of these 
assets were necessary to the performance of contracts let by the Atomic Energy 
Commission and the Government now stands in the position of charging such 
contractors with oecupying a preferred position—which, if it exists at all, exists 
as a result of the Government’s own acts. 

Beyond this we are not at all certain that the present circle of Atomic Energy 
Commission contractors and subcontractors is quite so small as the Commission 
would have us believe; indeed our own experience with interested members of 
the Machinery Institute would indicate that there is a continually enlarging 
number of contractors and subcontractors working for the Atomic Energy 
Commission on all types of projects. Moreover, the Commission’s own very 
commendable policy in the declassification and dissemination of scientific and 
technical information in the field has done much to provide for an equalization 
of knowledge in this field. 

Prior art.—Among the several disincentive features of chapter 13 of the 
Atomie Energy Act none constitutes a more formidable disincentive, in our 
judgment, than section 155, which bars the granting of a patent on any device 
for the production or utilization of special nuclear material or atomic energy 
where information pertaining to the device is in the possession of the Atomic 
Energy Commission, but has not been published or patented for reasons of secu- 
rity. Obviously no private enterprise is anxious to commit risk capital to the 
development of new art when it faces the prospect of losing all rights in its 
invention by reason of a possible future claim of “prior art.” In our specific 
recommendations which follow we have suggested what we believe to be a 
reasonable method of removing this substantial drag on further progress. 








2 These figures have been taken from pp. 59-60, vol. 1, of “Selected Materials on Atomic 
Energy Patents,” published by the Joint Committee on Atomic Energy, March 1959. 
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We strongly recommend that the subcommittee give this issue special study. 

The effect of chapter 13 on smaller businesses.—We are convinced that con- 
tinuance of chapter 13 of the Atomic Energy Act in its present form will have 
some of its most serious effects on small and medium-sized manufacturing com- 
panies interested in the atomic energy field and that the “preferred position” 
of present large contractors and subcontractors—if indeed they occupy such 
a position—will in fact be enhanced. This danger arises in our judgment from 
two sources—one statutory and one administrative. Present law, by discourage- 
ment of incentive under Atomic Energy Commission sponsored work and the 
uncertainties it creates in attempting to obtain clear title to a patent in the 
field, has effectively destroyed the one position—a strong patent position— 
from which small and medium-sized manufacturers can hope to compete effec- 
tively with the very large corporations. This is not to say we believe smaller 
companies should have any special preference accorded them under our patent 
system; we do, however, object to extension of a statute which effectively de- 
prives them of equal opportunity under that system. 

Secondly, the procurement policy of the Atomic Energy Commission—a policy 
which consistently demands and obtains contract performance at considerably 
less than true cost—can lead only to an ever-narrowing circle of participants 
in the atomic energy program. This circle will be composed entirely of those 
with the greatest financial resources. As to this procurement policy of the 
Commission—about which we have no slightest doubt on the basis of extensive 
member company experience—it is, we think, a shortsighted policy because of 
its almost inevitable effect in driving small- and medium-sized companies out 
of the business, and it is a particularly mischievous one because its administra- 
tion in the past has been sweetened by assurances that in accepting loss con- 
tracts manufacturers would obtain valuable know-how in an important new 
field of technology. Now the possession of such know-how is cited as a “pre- 
ferred position” justifying further extension of the statute. 

The availability of capital for the private exploitation of atomic energy.— 
Our political and economic system assumes the exploitation by private capital 
of technologies useful for peaceful ends and, as we have pointed out above, 
one of the foundation stones of the entire structure is the American patent 
system. 

The holder of a basic patent which gives promise of profitable exploitation is 
granted an exclusive right to practice the invention patented for a period of 17 
years. The fact is of course that such is the ingenuity of industry that within 
a relatively short period of time—assuming the genuine usefulness of the device 
patented—competitive but noninfringing devices will have entered the market 
by the process of “designing around” the original patent. At most the patentee 
has 17 years in which to recoup his development costs, earn a return on capital 
invested, and place himself in a position to manufacture his own invention 
thereafter on a competitive basis; as a practical matter—such is the speed with 
which competition outmodes processes and products—the period will probably 
be far shorter. 

Consider the situation which we have outlined above as it is affected by 
chapter 13 of the Atomic Energy Act. The commitment of private capital to 
further development in atomic energy is faced with a whole series of pitfalls 
built into the basic legislation itself. The Commission may under some cir- 
cumstances claim full title to the invention developed at private expense. Al- 
ternately, it may direct the inventor—if he does finally succeed in obtaining a 
patent—to license the practice of his invention by a competitor, thus reducing 
or eliminating completely the period of time in which he might have expected 
to recover his development costs and to make a return on the capital initially 
invested. Again, he may be faced with a claim of “prior art.” In sum, the 
several disincentive features of the present act to which we have referred tend 
to reduce or obliterate any incentive for private capital to bring about a rapid, 
competitive, and profitable exploitation of atomic energy’s industrial potential. 

Such is the long-range promise of atomic energy that numerous companies have 
already invested substantial sums of private capital in development of new art 
and acquisition of know-how either by way of direct investment in research and 
production facilities or by subsidy of the Atomic Energy Commission program 
through assumption of losses on Commission contracts. Although substantial 
by individual company standards—and, indeed, remarkably substantial in view 
of the statutory disabilities faced by the investors—these investments are 
wholly insufficient to accomplish a rapid, competitive, and profitable exploitation 
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of atomic energy’s industrial potential. Moreover, even this source of invest- 
ment may tend to dry up if chapter 13 of the Atomic Energy Act is continued 
in its present form, and, as for additional private investment in an amount 
necessary to accomplish a broad scale exploitation of atomic energy, we think 
this would be most unlikely. 


PRIVATE VERSUS PUBLIC DEVELOPMENT OF ATOMIC ENERGY 


One of the stated purposes of the Atomic Energy Act of 1954 is to “strengthen 
free competition in private enterprise.” With this statement of purpose we are 
wholeheartedly in agreement. We call attention to it because of the belief 
that further extension of chapter 13 of the act in its present form would not 
serve that purpose, and would, in fact, render a distinct disservice. 

We cannot believe that the subcommittee would intentionally advance the 
cause of public ownership of productive resources—including patent rights—or 
that it would seek purposefully to place impediments in the path of industrial 
development of atomic energy by private enterprise. The effects of continuing 
this departure from the normal patent system are such, however, particularly 
when viewed in the broader perspective of events taking place elsewhere in 
Government, that we are seriously concerned at the possibility of our backing 
unintentionally into a form of basic industry that is at best hybrid in character— 
part Government and part industry controlled—and at worst might be almost 
wholly dominated by the Government. 

We have already mentioned the patent provisions of the National Aeronautics 
and Space Act, patterned for the most part on similar provisions of the Atomic 
Energy Act, adopted in a most unusual manner with no recorded legislative his- 
tory and without public hearings. Having this in mind, it should be remembered 
that the Atomic Energy Act’s patent provisions broke new ground in departing 
from the traditional patent system of the United States. Those provisions, with 
some additions, have been once extended. To extend them further might lead 
in the future to a virtual subversion of the American patent system. 


THE PROBLEM OF FOREIGN PATENTS 


The Commission has indicated that it not only does not discourage U.S. na- 
tionals from filing patent applications in foreign countries, but that it urges 
such foreign filings as soon as possible. Although this statement may reflect 
official Commission policy, as a practical matter there are a number of disabili- 
ties—resulting both from the express terms of the statute and the realities of 
business life—which stand in the way of filing applications for foreign patents. 

If we may, we would like briefly to review the procedures which must be 
followed by an American company which “makes an invention or discovery use- 
ful in the production or utilization of special nuclear material or atomic 
energy.” Initially, a report covering such an invention or discovery must be 
filed with the Commission, under the provisions of section 151c of the act. At 
about the same time the company will probably file an application for a U.S. 
patent with the Patent Office. Section 152 of the act requires the Patent Office 
to refer information regarding such an application to the Commission, which 
may acquire title if it deems such invention to have been made or conceived 
under any contract, subcontract, arrangement or other relationship with the 
Commission. The Commission of course has the authority to waive title under 
such circumstances as it deems appropriate. 

Accordingly, the company is faced with a very difficult decision. It may go 
forward and file foreign patent applications and incur the substantial expense 
connected therewith, subject to a substantial possibility that it may be required 
to assign title to such foreign patents to the Commission. On the other hand, 
the company may withhold foreign filings until the title question is settled by 
the Commission. It should be noted at this point that the Commission will not 
often waive its rights under section 152 until the patent is ready to issue. It 
seems clear therefore that a very considerable amount of time, probably a num- 
ber of years, may elapse before the company may apply for foreign patents 
with any degree of assurance that it will be able to attain title to such patents. 
In the meantime there is the obvious risk that a foreign company will inde- 
pendently conceive the same invention and thus bar the American company from 
gaining any foreign patents. Moreover, the International Convention for the 
Protection of Industrial Property requires that a prospective patentee who has 
filed his application in the United States shall have a period of 1 year in 
which to apply for patent protection to any other convention country. 
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As a practical matter, then, the American company is forced to enter the 
foreign market without patent protection. At this time such a company may 
be able to sell its products in spite of greater manufacturing costs, because 
of superior American technical skills, at least with respect to certain applica- 
tions, as reflected in product design. But it is common knowledge that foreign 
nuclear equipment manufacturers are fast catching up with existing American 
design superiority. Thus, within a few years at the most, the American com- 
pany, without a patent position and its resultant exclusive rights, will have no 
effective bargaining apparatus with which to secure a position by sale, license 
agreement, or othe:wise in that foreign market. As a practical matter, then, 
chapter 13, by its uncertainties and its “reserve powers,” prevents an American 
manufacturer from establishing a secure market position abroad quite as effec- 
tively as it does for the same reasons in the United States. For these reasons 
we respectfully request the subcommittee to make an intensive study of the 
effects of the statute as it now stands—including the virtually unlimited dis- 
semination worldwide of technological and scientific information—upon in- 
centives for American companies with respect to foreign markets. Furthermore, 
it should be noted that the arguments which the Commission makes regarding 
the necessity for Government ownership of patents in the domestic market (the 
validity of which we do not concede) obviously do not apply to the foreign 
situation simply because the Commission would not be risking possible infringe- 
ment suits against it if it did not hold title to foreign patents. 


SPECIFIC 





RECOM MENDATIONS 


Our specific recommendations for amendment of chapter 138 of the Atomic 
Energy Act appear below. 

Our primary concern, as indicated above, lies with the substantive provisions 
of chapter 13 of the Atomic Energy Act of 1954, as amended. We also suggest, 
however, that the subcommittee consider the problems of uncertainty that are 
created for atomic energy industry generally, because of the frequently vague and 
indefinite language contained in chapter 138, and more particularly in sections 
151 and 152. 
Military utilization (sec. 151) 

This provision broadly prohibits the granting of patents for any invention 
or discovery which is useful solely in the utilization of special nuclear material 
or atomic energy in an atomic weapon. In addition, under subsection ¢ persons, 
who might make an invention or discovery useful in the production or utilization 
of special nuclear material or atomic energy generally, are required to report such 
inventions or discoveries to the Commission. 

We recommend that section 151 be amended as follows: 

1. The word “useful” as employed in reference to the “utilization of special 
nuclear material or atomic energy” is obviously vague. It is possible to conceive 
of any number of items which are essentially standard commercial items in char- 
acter and which are not primarily concerned with atomic energy but which, 
nevertheless, are useful in connection with atomic energy. We suggest that this 
criterion be changed to read “any invention or discovery which employs special 
nuclear material or atomic energy.” Such language would, in our judgment, 
encompass that category of items with respect to which reporting to the Com- 
mission might be deemed desirable. 

2. Under subsection ¢ reports are requested from any person who has made 
any such invention or discovery. Industry has encountered difficulty with the use 
of the term “made,” which has no particular significance in general patent law. 
There is no further indication in the statute of when an invention is made. 
We suggest that the word ‘‘made” be deleted in favor of “first reduced to prac- 
tice.” Moreover, first reduction to practice might be defined to include, in the 
alternative, either first successful operation of the invention or discovery, or first 
filing of a patent application on an invention or discovery with the Patent Office. 

3. We concur in the Commission’s recommendation that the required report 
covering any such invention or discovery be submitted within 180 days rather 
than within 90 days as under present law. 

4. We also concur with the Commission’s recommendation that a new sub- 
section e be added to section 151, which would require that reports filed with 
the Commission pursuant to that section be kept confidential. However, we 
note that under these recommendations information concerning such reports 
might be released under “such special circumstances as may be determined 
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by the Commission.” We suggest that consideration be given to the insertion 
of suitable statutory criteria to furnish guidance to the Commission with respect 
to any such determination. 


Inventions conceived during Commission contracts, subcontracts, arrangements, 
or other relationships (secs. 152 and 159) 


Under this provision any atomic energy invention made under any contract, 
subcontract, arrangement, or other relationship with the. Commission, regard- 
less of whether there has been any expenditure of Government funds, is deemed 
to have been made or conceived by the Commission. The Commission, how- 
ever, is granted the authority to waive its claim to any such invention under 
such circumstances as it may deem appropriate. 

The Atomic Energy Commission has wisely, in our judgment, recommended 
to the subcommittee some limitations on this extremely broad grant of au- 
thority which has been well described by its sponsor as going much further 
than was ever intended.* However, the Commission’s recommendations do not 
go nearly far enough. It is difficult to conceive of justification for Commission 
acquisition of title to inventions resulting from an AEC relationship, when 
there is no use of either Commission funds or property. It must be remembered 
that patents are only granted for a particular contribution of the inventor over 
prior art. It seems clear that the only rationale for Commission acquisition of 
title to contractor patents occurs when there has been a use of AEC funds or 
property in connection with the circumstances which gave rise to the invention. 

Assuming then that the Commission should take title to patents on inventions 
made through the use of Government funds, we make the following minimum 
recommendations for amendment to section 152: 

1. The first sentence of the section, which was intended merely to establish a 
procedural device for quick title determinations with respect to patents, should 
be deleted. Adequate authority would remain under section 159 and the gen- 
eral provisions of the act for the Commission to continue to acquire patents to 
research and development contractor inventions. 

2. The term “useful” should be deleted in favor of the term “employs,” as 
explained in the discussion under section 151. 

3. The terms “made or conceived in the course of, in connection with, or under 
the terms of any contract” contained in the second sentence of section 152 should 
be amended to conform with the corresponding language “made or conceived 
under any contract” as contained in the first sentence of that section. 

4. The wording “any contract, subcontract, arrangement, or other relationship 
with the Commission regardless of whether the contract or arrangement involved 
the expenditure of funds by the Commission” should be deleted and in its place 
should be substituted the following language: “under any contract for the per- 
formance of experimental, developmental or research work, or under any sub- 
contract for the performance of experimental, developmental or research work.” 
The words “experimental, developmental or research work,” appear, of course, in 
the Armed Services Procurement Regulation and are reasonably well understood 
by both Government and industry. 

We feel that the amendments suggested above are sufficient to protect the public 
interest if the Congress decides that the Commission should continue to acquire 
title to patents on AEC research and development contractor and subcontractor 
inventions. 

In this connection we are fully cognizant of the 1947 recommendations of the 
Attorney General that the Government should own patents on work for which 
it has paid. The difficulty with the 1947 recommendations, we feel, results from 
the fact that the ultimate objectives of national patent policy have not been 
fully clarified. Certainly, it may be argued that the Government-contractor rela- 
tionship in a technical sense is somewhat analogous to the employer-employee 
relationship under which the employer may be entitled under an employment 
agreement to his employee’s inventions. It should be noted, however, that in 
the absence of an express agreement the employer would normally be entitled 
only to a royalty-free nonexclusive license for employee inventions within the 
scope of his employment. 

The basic question is not whether the Commission is legally entitled to its 
contractor inventions—rather is it wise in the public interest to have its acquire 
absolute title? We cannot overemphasize our view that the prime necessity in 





















































3 W. Sterling Cole “Patenting Nuclear Developments,” Nucleonics, January 1955 through 
April 1955 (reprint). 
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atomic energy today is to develop the field as quickly and as economically as 
possible. We feel that as a matter of national policy the experience of the 
Department of Defense regarding contractor inventions is crucial. That ex- 
perience, going back over many years, includes the present-day procurement of 
highly novel weapons systems and the Department clearly feels that the mere 
reservation of an irrevocable royalty-free license is sufficient to protect the 
Government’s interest.* 

We are sure you will recall the very interesting testimony of Admiral Mills, 
stating the reasons for this policy, before the Joint Committee in its June-July 
1953 hearings on atomic power dovelopment and private enterprise.’ The basic 
question, we submit, is the same for both the Commission and the Department of 
Defense—what policy will lead to rapid development and improvement of in- 
ventions and discoveries? We feel sure that our industrial history indicates 
that it is the policy of granting patents to the inventor who will, through the 
exclusivity attached to his patent rights, exploit his invention as effectively as 
possible. 

For these reasons we recommend repeal of both sections 152 and 159 of the act. 


Compulsory licensing and monopolistic use of patents (secs. 153 and 158) 


The Commission has recommended that the present provisions under which 
it may declare atomic energy patents to be affected with a public interest, and 
direct compulsory licensing of other private parties, be extended until September 
1, 1964. These provisions are currently due to expire on September 1 of this 
year. 

The Commission bases its recommendation on the fact that compulsory licensing 
tends to preclude “the possibility of enlarging the preferred position of a limited 
number of companies, many of whom have developed their experience (in the 
atomic energy field) at public expense.” The “preferred position” argument 
and our objections to the compulsory licensing provision are dealt with at length 
above in our general comments. 

We should reiterate, however, that it seems evident that the very real con- 
cern expressed by industry respecting compulsory licensing is not fully under- 
stood. The basic question here, as it is with title to contractor patents, is one 
of incentives. However, there are also very strong considerations of equity 
that should not be disregarded. When a company conceives or makes an atomic 
energy invention with its own funds, under present law it normally may secure 
a patent on this invention. However, section 153 inhibits exploitation of such 
inventions to a very significant degree. The fact that the inventor may be com- 
pelled by the Commission to license other parties to use his invention clearly may 
control that inventor’s basic decisions with regard to further development and 
subsequent marketing of the invention. 

The basic issue is this. The invention has been made or conceived in most 
instances only through the investment of a considerable amount of private 
capital. If the inventor, once he has obtained a patent, may not rely upon the 
exclusivity attached to his patent (which is the case when he may be sub- 
jected to compulsory licensing) he will not in most cases be in a position to sell 
his invention or products based upon that invention at a price sufficient to enable 
him to recover his “development” investment over the period of the 17-year life 
of his patent. This serious disincentive feature of AEC compulsory licensing 
has been aptly described by Mr. Casper W. Ooms of the AEC Patent Advisory 
Panel as a “violation of the essential conception of a patent system.”* More- 
over, you will recall, we feel sure, the very serious doubts that have been ex- 
pressed regarding the constitutionality of section 153 by, among others, former 
Joint Committee Chairman W. Sterling Cole on the floor of the House.’ 

If the subcommittee decides as a matter of policy that section 153 should be 
extended, we strongly urge that such extension be limited to 2 years. In view 
of the very serious potential effects of section 153, which we have attempted to 
indicate above, we feel that 2 years at most will be sufficient to clarify the 
problems which will arise from the existence of this provision. 

Monopolistic use of patents.—The obvious connection between section 153, 
discussed above, and section 158 leads us to a brief discussion of the latter 
section at this point. The Commission has recommended repeal of section 158. 


«Armed Services Procurement Regulation, sec. IX, pt. 1. 

5 See hearings, p. 192. 

® “Selected Materials on Atomic Energy Patents,” vol. I, p. 30. 
7 See 100 Congressional Record A5356. 
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With that recommendation we concur. Moreover, we are constrained to sug- 
gest that the availability of relief under antitrust legislation, adduced by the 
Commission as a sufficient reason for the repeal of section 158, applies equally to 
the problems sought to be overcome by section 153. Hence, we renew our 
recommendation for repeal of section 153 as well as 158. 

Prior art (see, 155) 

The present statute states that the fact that an invention or discovery was 
known or used before, even though such prior knowledge of use was under 
secrecy within the atomic energy program of the United States, shall be a bar 
to the patenting of such invention or discovery. 

The Commission has recommended certain amendments to this provision 
which we feel do not meet the real issue. Under the provision as presently 
worded, companies may spend thousands of dollars on research and develop- 
ment in a particular field in atomic energy and discover, upon filing of a patent 
application, that the basic patentable information was already owned by the 
Atomic Energy Commission. Under the security program of the Commission, 
however, this company would be in no position to know prior to the expenditure 
of its funds that it might be barred from acquiring a patent on any resulting 
inventions. We emphasize that we are concerned here with the expenditure 
of private and not Government funds. 

Clearly, this provision as presently worded presents a severe obstacle to the 
expenditure of private funds on atomic energy development. 

There is no apparent reason why the Commission should not be able to rely 
on its own efficient Patent Branch to evaluate the technical information re- 
ceived under chapter 13 of the act, and to file patent applications on behalf of 
the Government where desirable (which it may do even though the information 
involved is classified for security reasons). The Commission would then have 
a defense against possible infringement suits and the public interest would be 
adequately protected. 

For these reasons we recommend that section 155 be repealed. The objectives 
of this policy can be reasonably accomplished through the evisting section 102 
of the Patent Act of 1952, together with the reporting requirements of an 
amended section 151¢c of the Atomic Energy Act of 1954. Upon repeal of section 
155, an inventor will be unable to obtain a patent only when it would be reason- 
ably possible for him to ascertain that his invention is already known. 

This concludes our statement on the patent provisions of the Atomic Energy 
Act now under study by the subcommittee. May we again express our appre- 
ciation for your courtesy in holding the record open to receive this and other 
statements on this question. Let me assure you also of the Institute’s desire 
to cooperate in any way possible in the subcommittee’s study of the atomic 
energy patent problem. 

Respectfully, 
CHARLES W. STEWART, President. 


STATEMENT OF Paut R. AMES 


My name is Paul R. Ames. I am a graduate chemical engineer from the 
California Institute of Technology and have a law degree from George Wash- 
ington University. During the time I was studying law, I worked in the U.S. 
Patent Office as a patent examiner. Since 1926, I have been concerned with the 
practice of patent law and with corporate patent problems. This statement is 
presented by me as a citizen of the United States very much interested in its 
progress in the peaceful uses of atomic energy, and in its patent system as a 
stimulus to the creation and disclosure of inventions. I am also very much 
concerned at the trend of recent legislation in withdrawing or withholding the 
incentive effect of our patent system from important branches of scientific 
progress. 

It is felt that the members of the Joint Congressional Committee on Atomic 
Energy, in determining whether legislation would be advisable at this time in 
connection with the patent clauses of the act, will have to answer two important 
questions: (1) Whether they consider the U.S. patent system to be of importance 
as an incentive to the creation and disclosure of new inventions, and (2) if that 
answer is in the affirmative, whether they think it desirable to withhold any 
part of that incentive from our activities in the atomic energy field. 
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The Atomic Energy Act of 1946 was enacted at a time when there was a great 
deal of mystery and hysteria about atomic energy and its possible effect upon 
our lives. Many who have been closely connected with our patent system, and 
have felt its importance as an incentive to scientific development, have regretted 
the fact that that act almost completely removed he incentive of that system 
from the important field of atomic energy. 

The Atomic Energy Act of 1954 made a considerable advance in removing 
some of the restrictions upon this incentive but that act still retains a number of 
serious limitations upon the effectiveness of our patent system in his field. 

In the 1954 act, the limitations upon the application of the patent system to 
nonweapon developments were, to some extent withdrawn. This was an im- 
portant step in the right direction. The act gave to the Atomic Energy Com- 
mission broad powers to waive its rights in respect of inventions. But, un- 
fortunately, since the enactment of that act, very little use has been made of 
such waiver powers by the Atomic Energy Commission. So far as I know, the 
only published waivers have been (1) with regard to radioisotopes and radiation 
services purchased from Atomic Energy Commission installations, and (2) with 
regard to the access program of the AEC. 

A primary value of our patent system is to make more attractive the invest- 
ment of risk capital in new fields of endeavor. Such endeavors usually result 
in numerous failures for the accomplishment of a single success, and adequate 
return from the success is essential in order to maintain a healthy atmosphere 
for further investment. If the results of such successes are not protected, those 
results can be exploited by competitors, who have not made the investment 
required to develop the success. This protection is of particular importance to 
small investors and small companies in order that they may exist and grow in 
competition with established companies. 

lt is important, therefore, that, if the Joint Congressional Committee on Atomic 
Energy agrees that the U.S. patent system is important as a stimulant to the 
making and disclosing of inventions, it should take positive steps at this time 
to make sure that such incentive is made fully available in the field of atomic 
energy. 

In order to do that, it is felt that the following changes should be made in 
the act to return the normal incentive of the patent system to the field of 
atomic energy. These changes will be referred to in what is considered to be 
their order of importance. 

1. It is believed to be of primary importance that section 152 be deleted in its 
entirety. That section provides that inventions useful in the production or 
utilization of special nuclear material or atomic energy, which are made or 
conceived in the course of any contract, subcontract, arrangement, or other 
relationship with the Commission shall be deemed to have been made or con- 
ceived by, and shall belong to, the Commission. 

It is recognized that under certain circumstances, for example, where the 
background material was paid for by the Government and the full cost of 
research work is also paid for by the Government, inventions resulting therefrom 
should become the property of the Government. There are a great many other 
situations, however, where the background information has been obtained at 
the expense of the contractor, and the payment by the Government may be only 
for the man-hour and material costs involved in solving a particular problem 
for which the Atomic Energy Commission desires to have the background ma- 
terial and experience used. In those cases, the inventions should not become 
the property of the Commission. No provision in the law is necessary to take 
eare of such disposition of rights, as may be equitable. Such rights as should 
be received by the Commission and by the contractor can be taken care of by 
contract regulations under the Commission’s operations, just as is done by 
other contracting departments of the Government. It is believed important 
for the Congress to make it clear that it has not given a mandate that the 
Commission should retain title to all such inventions. This can best be done 
by deletion of the provision which gives such title to the Commission and 
letting the normal patent laws and contract negotiations apply, in arriving at.the 
disposition of patents in different situations. 

This is of particular importance in view of the fact that the language of section 
152 of the act is so broad as to cover arrangements or other relationships with 
the Commission. This would mean that inventions of personnel loaned by 
companies to the Commission, to serve on committees on which their employer's 
background information would be useful, would become the property of the Gov- 
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ernment. The inventions involved include those which are useful in the produc- 
tion and utilization of atomic energy. This would include instruments, 
apparatus, and products useful for that purpose, but also useful for other 
purposes, which might be the main business of the employer. It is quite obvious 
that with such a provision in the law, companies would be very reluctant to 
make their more valuable employees available to the Commission for such 
services. 

Section 152 also requires any inventor, if requested by the Commissioner of 
Patents, to report the facts surrounding the making or conception of any inven- 
tion useful in the production or utilization of special nuclear material or atomic 
energy. ‘This requirement puts a heavy burden on inventors in this field and 
upon the Patent Office, which is already very seriously overburdened with 
expenses. As indicated above, in view of the breadth of the language used, 
this requirement might even cover, for example, an instrument, product or piece 
of apparatus that would be useful in such operations, as well as useful for 
many other purposes. There is no more reason for requiring such reports in 
this field than in any other fields and to apply this requirement to all fields 
would place tremendous additional burdens upon the Patent Office and upon 
inventors. It is believed, therefore, that section 152 should be deleted in its 
entirety. 

2. Section 155 also should be deleted in its entirety. That section applies 
a special provision to the effectiveness of prior art knowledge and use, which 
have been maintained secret under the atomic energy program of the United 
States, as a bar to the issuance of a patent in this field. An individual or com- 
pany considering investing in research activities in this field could very well be 
deterred from doing so by that provision, since inventions made as a result of 
its expenditure might be unpatentable because of a special rule with regard 
to a vast amount of secret knowledge and use in that field. No such rules have 
been, or should be, applied to other secret knowledge and it is unsound to apply 
them here where advance is so important and the difficulties of obtaining risk 
capital are already greater than in most fields. It is believed important that 
the same rules, as to prior art knowledge and use, should be applied to inven- 
tions in this field as in any other field. It is felt, therefore, that section 155 
should be deleted. 

3. Section 151 is entitled, and primarily related to military utilization. Para- 
graphs (a) and (b) completely withdraw from atomic weapons the incentive 
value of the patent system. There is no necessity for doing this since, under 
28 U.S.C. 1498, the Government already has the right to use, or have used 
for it, any patented inventions. The only recourse of the patent owner is by 
a suit in the Court of Claims for payment of a reasonable royalty for such 
use. Also, our security laws are adequate to protect any required secrecy in 
this field. It is difficult to see why the full benefit of the patent system should 
not be made available as a stimulant to advance in the very important field of 
atomic weapons. 

Section 151 also requires the reporting to the Atomic Energy Commission, or 
filing a patent application, on any invention or discovery useful in the produc- 
tion or utilization of atomic energy, whether or not it has any connection with 
2 Government contract. It is believed that this provision is an infraction of 
the private rights of an inventor since the inventor might prefer to keep the 
information secret. Therefore, this requirement amounts to a taking of prop- 
erty without due process of law. Such a requirement is not justified because 
of national defense or welfare of the public. It is very burdensome to the 
Patent Office and to inventors to have to comply with such a requirement. It 
often necessitates the inventors making such a disclosure, or application for 
patent, before the invention or discovery has been developed to a point where 
an adequate disclosure can be made, thus adding to the burden of the Patent 
Office and to the cost to the inventor. It is believed, therefore, that section 151 
should be deleted in its entirety. 

4. Section 153 provides for the compulsory licensing of certain patents which 
the Commission declares to be effected with a public interest. Compulsory 
licensing has been repeatedly considered and turned down by Congress as not 
in the best interests of our patent system. Such a provision, with regard to 
future patents in this field, is believed to be a deterrent to investment of money 
and effort in the atomic energy field. When this provision was included in the 
act, the circumstances were very different from today, and it is believed no 
longer necessary or advisable to continue the practice with regard to future 
inventions. However, since it only applies to patents, the applications for which 
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have been filed before September 1, 1959, and such deterrent effect it might 
have upon the making of inventions or investments in this field has probably 
already taken place, little harm would result from continuing this provision 
provided no extension is made in the date referred to in paragraph (h). In 
this event, sections 154, 156, and such parts of 157 as shall apply to section 153 
should be retained. 

5. With regard to section 158, it is unnecessary to have any special provision 
regarding monopolistic use of patents in this field since our normal antitrust laws 
are adequate to cover such uses as well as uses in other fields. It is felt, there- 
fore, that this section should be deleted in its entirety. 

6. The substance of section 160 should be retained with proper revisions to 
extend it for 1 year after the enactment of the new act as applied to patents 
theretofore denied under sections 151 or 155 of the act. 

7. Section 159 is unnecessary and might be misconstrued to imply that the 
Commission should require assignment of patents to the United States. There 
is no justification for any such special rule in this field and that section should 
be deleted. 

It is urged that the best interests of the United States will be served if the 
Joint Congressional Committee on Atomic Energy would propose and sponsor 
legislation to delete from chapter 13 of the Atomic Energy Act of 1954, sections 
151, 152, 155, 158, and 159 and to make appropriate amendments to the other 
sections in view of these deletions. With respect to section 153, no extension of 
the date provided for in paragraph (h) should be made. 


NortH AMERICAN AVIATION, INC., 
Los Angeles, Calif., May 15, 1959. 
Hon. CHet HO.IiFriIe_p, 
House of Representatives, 


Washington, D.C. 


Dear Mr. Howirretp: There are attached copies of a statement setting forth 
the views of North American Aviation, Inc., on the atomic energy patent legis- 
lation which is currently before the Joint Committee. 

I regret that it was not possible for a representative of our company to testify 
in person at the recent hearings held on this matter by the Joint Committee. 
I do appreciate the opportunity afforded us of submitting a written statement 
for the record of the proceedings of the committee. 

Kespectfully yours, 
J.L. Atwoon, President. 


STATEMENT BY NoRTH AMERICAN AVIATION, INC., ON ATOMIC ENERGY PATENT 
LEGISLATION 


Patents in the atomic energy field have long been a subject of serious study 
and controversy. U.S. manufacturers have been greatly concerned with the 
influence of patent factors on the growth of a sound industry. In order to help 
in evaluating the legislative possibilities before the Joint Committee, we would 
like first to examine briefiy the history of patents in the nuclear energy field. 
Then proposed legislation will be examined, and the last part of this statement 
will consider the pressing foreign patent problem. 


ORIGINAL BASES OF PATENT PROVISIONS 


The original Government contract policy concerning patents and the patent 
provisions of the Atomic Energy Act of 1946 were largely dictated by the express 
public policy of creating a Government monopoly in atomic energy in the 
interest of public safety, and in the hope of obtaining international control. 
Another factor which influenced the patent provisions of the Atomic Energy Act 
and Government contract policy was the limited number of contractors partici- 
pating in secret programs, which generated the fear that a small class would 
unfairly divide a profitable treasure. These factors were influential in bring- 
ing about, for the first time in our history, patent legislation directed to a single 
technology. This had the effect of denying to the patent system its traditional 
creative role in the development of a new technology. In contrast, foreign 
patent Jaws are not known to contain any special atomic energy provisions. 
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CHANGED SITUATION 


Any reasons which may have existed for special treatment are now believed to 
be long past. The Atomic Energy Act of 1954 sought to end the Government 
monopoly over atomic energy and encourage private participation in nuclear 
energy development. The AEC has reported that there has been a total of 2,580 
prime contracts and 5,751 subcontracts containing patent provisions. There 
are today over 1,400 holders of civilian access permits for use of technical in- 
formation and over 4,000 isotope users. 


NO DEMONSTRATED NEED FOR PATENT LEGISLATION 


It is our firm belief that there is no demonstrated need for special patent 
legislation in the atomic energy field. The AEC can protect rights of the Gov- 
ernment by contractual provisions, as in the past, in the absence of patent legisla- 
tion. The technical nature of nuclear energy inventions is no different from 
other inventions for which patents are sought, and there is no need for the 
examination or regulation of patents by special laws. The incentives and stimuli 
of the patent system are sufficient to bring forth inventions, and to promote their 
disclosure and utilization ; the general antitrust statutes and equity principles are 
adequate to control any misuse. 


GENERAL TEST FOR LEGISLATION 


The general test commonly used in examining any proposed patent legislation, 
and which we urge upon the Joint Committee, is that any variant to the time- 
tested patent system of promoting industrial progress in a private enterprise 
framework should have its need firmly rather than conjecturally established be- 
fore being enacted or continued. 


ALTERNATE SOLUTION 


Short of total repeal of the patent chapter, attention should be directed to- 
ward ameliorating the more damaging features, leaving sections which are 
superfluous or unnecessary for later attention. We specifically endorse, as an 
interim measure, the passage of the amendments proposed by the former chair- 
man of the Joint Committee, Mr. W. Sterling Cole, in his bill H.R. 600 in the 85th 
Congress. 

OBSTACLES TO PRIVATE RIGHTS 


Before turning to a specific examination of proposed changes in the patent 
chapter, it is helpful to review briefly the immense number of hurdles now 
presented to the acquisition and use of private patent rights in the nuclear energy 
field. The private party must successfully clear every hurdle or he is lost. The 
first hurdle in the way of acquiring patent rights is the provisions of AEC con- 
tracts. If an inventor makes an invention privately, without AEC sponsorship, 
he must nonetheless either report the invention to the AEC or have the patent 
application given to the Commission for examination, under the provisions of 
section 151, which denies the traditional secrecy protection available to inventors. 
The loss of secrecy at this point may well lead to the loss of proprietary rights. 
The applicant’s next hurdle, if he persuades the Patent Office that he has an 
invention, is to swear that he did not make the invention under an “arrange- 
ment” with the Commission, entitling the Commission to the patent, though 
the invention was made without Commission funds (sec. 152). Even if a patent 
is finally granted to the inventor, he still faces further obstacles to its effective 
use. An atomic energy patent is always under a cloud, because it is never 
known when some previously secret information of AEC will be unearthed 
to possibly challenge the patent under section 155, which is contrary to the 
general patent law. A final burden to the private patentee is the possibility of 
compulsory licensing on a privately developed invention, which diminishes a 
patentee’s negotiating position, since his exclusionary power has been removed. 

It is submitted that the foregoing hurdles are cumulatively such as to suppress 
effectively the acquisition and utilization of private patent rights in the atomic 
energy field to the detriment of nuclear energy development. 
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SPECIFIC SECTIONS 


Section 152 


Turning now to consideration of chapter 13 and of the AEC legislative pro- 
posals, our greatest concern is with respect to section 152. It is deceptively 
entitled “Inventions Conceived During Commission Contracts,” but its actual 
substantive effect ranges far beyond this, to ensnare inventions made under vague 
arrangements with the Commission not involving the expenditure of Government 
funds. Mr. Casper W. Ooms, former Commissioner of Patents and Chairman 
of the AEC Patent Compensation Board and of the Patent Advisory Panel, has 
called it “the most mischievous” provision of the act. 

Since the rights of AEC can be and are protected by contract, total elimination 
of section 152 is recommended. At the minimum, it should be limited as pro- 
posed in Mr. Cole’s bill, H.R. 600, to delete the presumption of Government 
ownership, and properly restrict the section to protect the Government’s contrac: 
tual rights as originally intended. 

Proposed AEC change to section 152 still more restrictive 

The proposed modification to section 152 by AEC would, if adopted, make the 
section more burdensome, while at the same time adding nothing in the public 
interest. The AEC draft bill varies from the advice of its eminent Patent Ad- 
visory Panel to either delete or drastically modify the section. AEC would 
change the presumption of Government ownership of all inventions made under 
contracts or arrangements with AEC into an absolute rule of law, without re 
moving the provision which entitles acquisition of inventions where no Govern- 
ment money was involved. Another serious modification proposed by AEC would 
deny the applicant’s present administrative remedy in the Patent Office in the 
event of a dispute over patent ownership. It would require the applicant to bring 
within 30 days a civil suit against the Government in the District Court of the 
District of Columbia. The net effect of this provision would be to create possi- 
bilities of arbitrary or confiscatory action, since the only remedy is the bringing 
of expensive litigation. 

The present section 152, and the AEC bill as well, permits the Commission to 
waive its claim in any invention ‘“* * * under such other circumstances as the 
Commission may deem appropriate.” The Commission in the past has stated 
“No criteria or standards for waivers are set forth to gride the Commission, 
other than providing that the Commission may waive rights to such inventions 
under appropriate circumstances.” (Joint Committee Print, “Selected Materials 
on Atomic Energy Patents,” vol. 1, p. 134.) Sinee the Commission in the past 
has felt the need for guidance from the Joint Committee on the criteria for the 
exercise of its waiver power, it is recommended that such be considered by the 
Joint Committee in drafting any new legislation. 


COMPULSORY LICENSING 





FUNDAMENTAL 





DEPARTURE 


The compulsory licensing provision, section 153, represents a fundamental 
departure in our patent system and is a violation of the essential concept of a 
patent system. Mr. Ooms remarked, in his legislative proposals to AEC, 
“Since it is for industrial protection that this extremely limited compulsory 
licensing has been provided for, and industry’s thoughtful study has led to a 
unanimous condemnation of the provision, the risk [from revocation] may be 
negligible.” Section 153 is not required for the benefit of the Government, since 
existing statutory provisions provide a compulsory licensing in behalf of Govern- 
ment. The Patent Advisory Panel recommended either deletion or revision of 
section 153. 

NO “INSIDERS” TO GUARD AGAINST 


The Commission’s reason for continuing compulsory licensing—to guard 
against preferred patent positions by the so-called insiders—is not supported 
by available facts. Firstly, no contractor of AEC acquires patent rights under 
AEC contracts. Therefore, any patents which he may acquire are based only 
upon work at his own expense. The technical information developed in AEC 
programs is freely available to everyone, and may be the foundation of future 
patent rights by others, since the Commission in its access permits waives claim 
to any resulting inventions. Furthermore, the large number of prime contracts 
and subcontracts which have contained patent clauses clearly indicates the size 
of industrial participation in nuclear energy development. The compulsory 
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licensing provision has never been applied, we believe, because there is no private 
patent position which requires it, and not because the presence of the provision 
in the act induced voluntary arrangements. 


NO FACTUAL PROOF FOR COMPULSORY LICENSING 


Before compulsory licensing is continued, since it unquestionably represents a 
Variant in our traditional patent system, a clearly established factual need 
should be demonstrated. It is suggested that a breakdown of the number of 
privately filed and owned patent application patents relating to nuclear energy 
be obtained from the Patent Office to determine if there is any threat of patent 
concentration. The Patent Office could also examine pending applications to de- 
termine if there are basic patent applications which could dominate the industry. 

We believe, however, that cross-licensing would be acceptable to American in- 
dustry, if it were associated with the grant of patent rights under AEC contracts. 


FEDERAL BAR ASSOCIATION ADDRESS 


Dr. Chauncy Starr, general manager of Atomics International, made such a 
cross-licensing proposal in a recent address entitled, “The Manufacturer Looks 
at Proprietary Rights in Atomic Energy” before the Federal Bar Association in 
Washington, D.C. A copy of this address is enclosed. This address explored the 
interests of industry, the Government, and the Nation in the proprietary rights 
aspects of nuclear energy development, and sought to harmonize the legitimate 
requirements of each group. 


INVESTMENT REQUIREMENTS 


It was pointed out (p. 3) that in the nuclear technology field, the manufacturer 
must make a large investment not only in capital equipment and manpower, but 
also the investment of management skill, management labor, and accumulated 
know-how experience. From the end point of Government sponsorship to the 
time of public sales acceptance of a product, the manufacturer must make pro- 
gressively larger investments unaided by the Government. However, while 
patent rights are generated during the earlier phases of a program, their pur- 
pose as an economic instrument, is to stimulate the later phase of manufacturing 
and marketing of new products. 


PATENT MUST EARN OWN WAY 


It is appreciated that the patent, of and by itself, has no necessary value, nor 
is any insurance of reward, since it cannot force the public to purchase a product 
in preference to other products. The patented product must pay its own way 
and have its value determined in the marketplace. Compared with other Gov- 
ernment forms of encouragement of the nuclear industry, the patent costs the 
Government nothing, and serves only as stimulation for further investment and 
activity. 

INTERESTS OF GOVERNMENT AND THE PEOPLE 


Since the Government does not have the responsibility to market nuclear 
energy products, Government retention of patent rights vitiates the fundamental 
economic basis of the patent grant. 

The public has an interest very similar to that of the manufacturer, in desiring 
to bring as rapidly as possible to the market the fruits of new technologies. 
The public investment in nuclear energy development will, therefore, be best 
realized by the most rapid commercialization of nuclear energy. 


CROSS-LICENSING PROPOSAL 


Our cross-licensing proposal would permit industry to retain title to proprie- 
tary information, with the Government being granted a royalty free license, and 
the remainder of U.S. industry being assured of licenses at reasonable royalty 
rates on a nondiscriminatory basis. This would provide industry with stimula- 
tion for investment and marketing, the Government with necessary defensive 
protection, and insure to the public availability of atomic energy products at 
minimum cost without creation of monopolies. 
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RESPONSE TO CROSS-LICENSING PROPOSAL 














Wide distribution of copies of the address was subsequently made. The replies 
were strongly favorable, the great majority being in complete agreement, and 
only one was in disagreement with the objectives. 

The strongly favorable response to our proposal leads us to offer it to the joint 
committee as an acceptable and practical solution to the compulsory licensing 
problem and to the problem of patent rights flowing from AEC contracts. 










SECTION 155 PROBLEMS 





Another serious provision of the present Atomic Energy Act is section 155. 
This section permits prior secret art to be cited against pending patent applica- 
tions, and is in striking contrast with the general patent laws which stimulate 
public disclosures of technical developments, and does not permit suppressed 
information to be cited. The Patent Advisory Panel members voted to exclude 
section 155, or severely limit it to only a personal defenes to the Commission. 
However, the AEC draft bill extends it to invalidate an issued patent. The 
fundamental objection to section 155 is that it introduces unnecessary confusion 
into the status of private atomic energy patents; a cloud is cast over any patent 
because it is possible for hitherto secret information to arise from AEC files to 
haunt it. 












SUMMARY ON LEGISLATION 








It is firmly believed that the subject of nuclear energy patents should be re- 
turned to the healthy climate of the general patent statutes immediately. Only 
in this manner can the patent system serve its historical function of fostering 
new technology. The need for special patent legislation in the atomic energy 
field, is now deemed to be unnecessary and is not supported by factual data. At 
the minimum, attention should be devoted toward improving the worst sections 
of the statute, such as section 152. 










FOREIGN PATENTS 










Importance of foreign patents 

The foreign patent situation is urgent and deserving of immediate attention 
from the Joint Committee. It is clear to those of us who are devoting our 
energies to the nuclear field that American companies must participate in com- 
mercial enterprises with governments and private interests throughout the world. 
Our industry cannot grow and prosper if we are to rely solely on the requirements 
within the United States. Everyone knows this. Consequently, U.S. industry 
should not be stiffled in its attempt to develop its activities abroad in his field. 
Encouragement of American investment abroad has traditionally been sought by 
the State Department as a means of fostering favorable political and economic 
relationships with the United States. 

Foreign patents have always been taken out by American manufacturers to 
protect their entry into the foreign market. Foreign patents have many real 
and intangible benefits, including facilitation of license agreements, product 
protection, a bargaining weapon in litigation, and enhancement of sales appeal. 
This same protection should be available to those who are engaged in the 
nuclear field. 


Government ownership of foreign patents of small value 

None of the benefits of foreign patents accrue to American industry with 
Government ownership. The Government historically has never enforced its 
foreign patent holdings because of lack of economic interest, possible fear of ad- 
verse diplomatic reaction, and inflexibility in practical industrial negotiations. 

The present situation poses a crucial question for the Joint Committee: What 
use is to be made of foreign patents acquired by the Government? If only de 
fensive protection is sought, it may be seriously asked whether foreign patents 
should be obtained at all. Publication of an invention serves much the same 
purpose as defensive patenting, since publication generally serves as an im- 
mediate bar to patenting, and thereby removes infringement risks. 



















Foreign governments follow aggressive patent programs 
In contrast with American practice, foreign governments, including those 
which are in direct competition with private American firms, are following 
a patent programs in other countries to further their commercial in- 
Tes 
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Attached hereto is a summary of nuclear energy patents which have been 
granted in Belgium, France, Germany, Spain, and Italy through the past year. 
This table conclusively demonstrates the extremely active patent programs of 
the French and British Governments. The patents granted to the English Gov- 
ernment and industry are several times larger than those granted to American 
concerns; and this evidence becomes even more striking when it is noted that 
the British effort is but a fraction of ours. Since it is stated policy of foreign 
governments to charge for the use of inventions, American firms desiring to 


use any such inventions will have to negotiate without any effective bargaining 
portfolio of their own. 


Immediate problem in Germany 


The activities of foreign governments have been brought into sharp defini- 
tion in Germany. Very basic nuclear reactor patents of Frederick Joliot-Curie 
and his colleagues, assigned to the French Commissariat a l’Energie Atomique, 
have been extended in Germany until the late 1960’s under a special wartime 
moratorium provision. This has created a difficult problem in current sales 
activities in Germany of large nuclear powerplants. One German affiliate of an 
American company has already come to agreement with the Commissariat. 
The same French inventions have also been the subject of current litigation in 
the courts of the United States, and are the basis of a suit pending before our 
Patent Compensation Board. We do not know of any plans for the AEC to 
use its patents in behalf of industry to counter the patents of the Commissariat. 


Cross-licensing proposal applies to foreign patents 


It is believed that the interests of Government and industry in foreign patents 
can be satisfied under our cross-licensing proposal. The retention of a license 
by the Government for governmental and mutual defense purposes would furnish 
sufficient flexibility, and licenses would be available at reasonable royalty rates 
to other American firms. The grant of foreign patent rights to industry would 
provide incentive and compensation for the costly procedure of obtaining, main- 
taining, and defending foreign patents. Practical and effective use of the patents 
could be made under private ownership, which is inherently not possible un- 
der Government retention. Increased stimulation for investment in the foreign 
markets, where the normal risks incident to commercial activities in foreign 
countries are severely compounded by third party liability and product warranty 
risks, would result. Furthering American commercial interests abroad is a 
sure way of bringing the benefits of atomic energy to foreign countries at the 
earliest time, in accordance with our diplomatic goals, and of compensating 
the American Nation for our investment in the development of atomic energy. 


Atomic energy patent search 























Germany, | France, Belgium, Spain, Italy, 
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French nationals_-_--_---- banlads | i bec a 2 35 
Total j 5 | 58 88 | 8 | 8 167 
German nationals..._--...-.--| 92 | 9 | 7 108 
American Government._-____-| 4 | 36 | 3 4 47 
American industry - - - -- Bical 13 18 41 | 14 | 9 | 95 
_—$—— $$ J |] | 
NI ia ace he asad 17 | 18 77 17 13 142 
Other governments.- -. 13 15 15 | 5 2 50 
Miscellaneous... Saal 14 | 32 97 | 22 | 2 167 
PO a sine sien 163 | 163 439 125 | 82 972 








2 Search apparently directed specifically to nuclear reactors. 





ATOMIC ENERGY PATENTS 


CONGRESS OF THE UNITED STATES, 
HOUSE OF REPRESENTATIVES, 


Washington D.C., June 8, 1959. 
Hon. CLinTon P. ANDERSON, 


Chairman, Joint Committee on Atomic Energy, 
The Capitol, Washington, D.C. 


DEAR SENATOR ANDERSON: I am attaching hereto copy of a letter from one of 
my constituents, Mr. William L. Hunter, 33 Wildwood Road, Katonah, N.Y., with 
reference to the provisions in the Atomic Energy Act relating to patents. 

Your consideration of his suggestions and a reply to me will be very much 
appreciated. 

With kind regards, I am 

Sincerely yours, 


Epwin B. DOOLEY. 


KATONAH, N.Y., June 7, 1959. 
Subject: Patent Provisions of (1) Atomic Energy Act, chapter 23, title 42, United 
States Code; (2) National Aeronautics and Space Act, Public Law 85-568. 
Hon. Epwin B. Doo.ey, 
House of Representatives, 
Washington, D.C. 
SUMMARY 


DeAR Mr. REPRESENTATIVE: The patent provisions of each of the subject acts, 
should be amended in accordance with the principles of the armed services pro- 
curement regulations so as to permit inventors to retain their patent rights con- 
sistent with national security. Such amendments, it is believed, would en- 
courage, rather than stifle, scientific progress in these two fields which are so 
important to our country. 

The last hundred years has seen the development in our country of the greatest 
industrial machine in the world today, fostered to no small extent by the incen- 
tives granted by our patent system. In recent years a small group of people, 
some of them well intentioned. have taken the first steps toward removing these 
incentives. These people, while giving lip service to the virtues of the patent 
system, have succeeded, under the guise of national defense and military security, 
in pushing through Congress two laws each of which removes the rewards for 
scientific progress in just those fields where progress is most vital to our Nation— 
the development of atomic energy and the exploration of space. 

The so-called Atomic Energy Act, chapter 23 of title 42, United States Code, 
especially subchapter XII, has been carefully drafted and its provisions are 
somewhat hidden. However, some provisions are clear. Section 2181(c) states 
in part: 

“Any person who has made or hereafter makes any invention or discovery use- 
ful (1) in the production or utilization of special nuclear material or atomic 
energy * * * shall file with the Commission a report containing a complete 
description thereof * * *.” 

Section 2182 states in part: 

“Any invention or discovery, useful in the production or utilization of special 
nuclear material or atomic energy made or conceived under any contract, sub- 
contract, arrangement, or other relationship with the Commission, regardless of 
whether the contract or arrangement involved the expenditure of funds by the 
Commission, shall be deemed to have been made or conceived by the Commission 
* * *” 

The consequences of the above provisions are scattered throughout various 
sections but the net effect is that the Commission may do as it wishes with any 
such inventions or discoveries. Note the broad language ‘useful in the production 
or utilization of special nuclear material or atomic energy.” Is anything ex- 
cluded? Included of course are inventions or discoveries pertaining to atomic 
power plants of all kinds, whether stationary or for vehicles. In view of these 
provisions, is it not obvious why so little progress has been made in the peaceful 
use of atomic energy? From the viewpoint of the prospective inventor or dis- 
coverer, whether individual or corporate, why should he devote his time, money 
and effort to the field of atomic energy, when other fields offer the promise of re- 
wards under the patent system? 

The National Aeronautics and Space Act, Public Law 85-568, has been drafted 


in a more straightforward manner but is equally objectionable. Section 305(a) 
states, in part: 
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“Whenever any invention is made in the performance of any work under any 
contract of the Administration * * * such invention shall be the exclusive prop- 
erty of the United States * * *.” 

Section 305(c) states, in part: 

“No patent may be issued to any applicant other than the Administrator for 
any invention which appears to the Commissioner of Patents to have significant 
utility in the conduct of aeronautical and space activities unless the applicant 
files * * * a written statement executed under oath setting forth the full facts 
concerning the circumstances under which such invention was made * * *.” 

Section 305(d) states, in part: 

“Upon the application as to which any such statement has been transmitted to 
the Administrator, the Commissioner may, if the invention is patentable, issue a 
patent to the applicant unless the Administrator * * * requests that such patent 
be issued to him on behalf of the United States * * *.” 

Section 305(f) states, in part, that the Administrator “* * * may waive all or 
any part of the rights of the United States under this section * * *.” 

The above excerpts suggest, and close study confirms, that the act as a whole 
makes the Administrator a despot, giving him all rights to inventions although 
permitting him, at his whim, to return certain rights to the inventor to whom 
they really belong in the first place. Let me add that I have no quarrel with the 
present Administrator since I believe he is doing a fine job considering that he is 
required to work under a bad law. 

If these two laws, the Atomic Energy Act and the National Aeronautics and 
Space Act, are not amended, I fear that there will be an increasing reluctance 
on the part of industry to accept contracts with these agencies. And this is just 
the beginning. There is a movement on foot to standardize the laws of all Gov- 
ernment agencies relating to patent rights and you may rest assured that the 
people responsible for the Atomic Energy Act and the National Aeronautics and 
Space Act will make every effort to see that one of them serves as the model for 
any uniform act proposed. 

Let me close with a constructive suggestion. Both the armed services and 
industry have found that the Armed Services Procurement Regulations (ASPR) 
provide a fair and reasonable basis for the determination of patent rights. 
These regulations normally give the Government a free license, which is all that 
it requires or can use, while permitting the contractor to retain the commercial 
rights in his inventions. Hand in hand with these regulations go the provisions 
of chapter 17 of title 35, United States Code, which makes adequate provision 
for the necessary secrecy of certain inventions. I urge you to do all you can to 
amend the patent provisions of both the Atomic Energy Act and the National 
Aeronautics and Space Act to bring them in line with the provisions of the 
Armed Services Procurement Regulations. 

Very truly yours, 


WILLIAM L. HUNTER. 


(Thereupon, at 12:15 p. m., Thursday, April 23, 1959, the hearing 
was concluded.) 
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